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84tH CONGRESS } HOUSE OF REPRESENTATIVES { RerorT
13t Session No. 912

MUTUAL SECURITY ACT OF 1955

Jung 24, 1955.—Committed to the Committee of the Whole House on the State
of the Union and ordered to be printed

Mr. RicraRDS, from the Committes on Foreign Affairs, submitted
the following

REPORT

[To accompany 8. 2090)

The Committee on Foreign Affairs, to whom was referred the bill
(S. 2090) to amend the Mutual Security Act of 1954, and for other
purposes, having considered the same, report favorably thereon with
amendments and recommends that the bill as amended do pass.

The amendments are as follows: .

Page 2, line 2, strike out “$1,278,000,000” and insert “$1,133,000,-
000",

Page 2, after line 3, insert:

(b) In section 103 (b), after the word “chapter”’, insert “and of section 124",

Page 2, line 4, strike out “(b)” and insert “(e)”.

Page 2, line 12, strike out “(c)” and insert * (d)”.

Page 2, line 24, strike out ““(d)"” and insert “(e)”.

Page 3, line 3, strike out “(e)” and insert “)”.

Page 3, line 7, strike out “(f)”” and insert “2). )

Page 3, beginning on line 11, strike out “by adding, after section
123, the following new section:’ and insert:
as follows:

(a) In section 121, which relates to southeast Asia and the western Pacific,
strike out the fourth word of the third sentence, “‘section’; and insert ‘‘title”.

(b) Add after section 123 the following new section:

Page 4, line 6, strike out “$70,000,000” and insert “$92,000,000”.

Page 4, line 7, before the semicolon insert:
not less than $50,000,000 of the funds made available under the authority of thig

subsection shall be used for assistance to Spain in accordance with the provisions
of this section,

Page 4, line 9, before the semicolon insert:

: Probz‘ded, That the amount made available for Greece for fiscal year 1956 shall
not be less than that made available for such country for fiscal year 1955 '

Page 5, line 7, after “follows:”, insert:
After “Smc. 142, AGREEMENTS.—" insert “(a)”;
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;Pdgé 5, line 8, strike out tqubsection’” and insert “paragraph”.
Page 5, line 9, after the semicolon insert “and”.

Page 5, line 10, strike out “subsection” and ‘“paragraph’ and insert
“paragraph” and “gubparagraph”’, respectively.
Page 5, line 11, after the colon insert:

and in lieu of all of that part of the. present paragraph (11) which precedes sub-
paragraph (i) thereof, insert the following:

Page 5, line 12, strike out “(11)”’ and insert “(b)”’.
Beginning on page 7, strike out line 25, and lines 1 to 3, inclusive,
on page 8, and insert:

b) In section 402, which felates to the sale of surplus agricultural commodities,
strike out “‘$350,000,000” and insert in lieu thercof “$600,000,000”.

Page 8, strike out lines 16 to 20, inclusive.

Page 8, line 21, strike out “(3)” and insert “2).

‘Page 9, line 1, strike out “(4)"" and insert ““(3)”.

Beginning on page 9, strike out lines 21 and 22, and lines 1 and 2
on page 10.

Page 10, line 3, strike out “(h)” and msert ““(g)”.

Page 10, line 21, strike out “(1)” and insert “(h)”.

Page 10, line 23, strike out ¢1,300,000” and insert ““$1,300,000".

Page 11, line 1, strike ouit “(j)” and insert “)”.
_ Page 11, line 10, after “title”, strike out the arabic numeral “1”’
and insert a roman numeral “[0 : ‘ ' ,

Page 12, line 1, strike out “(k)” and “section” and insert “(j)"’ and =
“gections’’, respectively. '

Page 13, line 6, insert “friendly” before “foreign government’’.

Page 13, line 7, insert “friendly”’ beforo “‘governments’’.

- Page 13, line 18, strike out the quotation mark.
Page 13, after line 18, insert:

“Src. 419. WorLp HEALTH ORrGANIZATION.—Section 3 (a) of Public Law 643,
Eightieth Congress, approved June 14, 1048, as amended, is hereby amended ‘to
read as follows: . o .

“ ¢(3) guch sums as may be necessary for the payment by the United States
of its share of the expenses of the Organization as apportioned by the Health
Assembly in accordance with article 56 of the constitution of the Organiza-
tion, except that payments by the United States for any fiscal year of the
Organization after 1958 shall not exceed 33% per centum of the: total assess-
ments of active members of the Organization for such fiscal year; and’.

¢ tu@ne. 420. JornT CoMMISSION ON RURAL DeveLopmuit,—(a) The Secretary
of State, after eonsultation with the Director, is hereby authorized to conclude an
agreement with the Republic of the Philippines establishing a Joint Commission
on Rural Development in the Philippines, to be composed of two citizens of the
United States appointed by the President of the United States and three citizens
of the Philippines appointed by the President of the Republic of the Philippines.
Such Commission shall formulate and carry out: a program for development of
the rural sareas of the Philippines, which shall include such research and training
activities as may be necessary or appropriate for such development: Provided,
That assistance furnished under this section shall not be construed as an express
or implied assumption by the United States of any responsibility for making any
further contributions to carry out the purposes of this section. .

“(b) Insofar as practicable, an amount equal to not more than 10 per centuin of
the funds programed in any fiscal year for the Republic of the Philippines under
title I, chapter 3, and title ITI of this Act shall be used to carry out the purposes
of subsection (a) of this section.” » .

Page 13, strike out lines 22 to 25, inclusive.

Page 14, line 1, strike out “(b)’” and insert “(a)”.
Page 14, line 8, strike out “(c)”’ and insert “(b)”.
Page 14, line 10, strike out “(d)” and insert “(c)”’.
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L' SECURITY ACT: OF 195

Page 14, strike out lines 21 and 22 and insert: .

(d) In section 509, which relates to shipping on United States vessels, insert
‘“(except surplus agricultural commoditics)” after ‘“‘commodities”, and add the
following sentence at the end thereof: o o

Page 16, beginning on line 16, strike out “by adding after section
547, the following new sections:” and insert:

as follows: ) ) ) E

(a) At the end of section 544, which relates to amendments to other laws, add
the following new subsections: )

““(e) The first sentence of section 2 of the Act of June 27, 1942, entitled ‘An
Act to exempt from duty personal and household effects brought into the United
States under Government orders’, as amended (U. 8. C,, title 50 App., sec. 802),
is h(él:e,py further amended by striking out ‘1955’ and inserting in lieu thereof
‘1956’.

“(d) Public Law 480, Eighty-third Congress (68 Stat. 454), is hereby amended
by adding after section 305 the following new section: -

‘* ‘Sec. 306. In order to earry out more effcetively the policies and purposes of
this Act, the President may exercise the authority provided herein without regard
to the provisions of seetion 901 (b) of the Merchant Marine Act of 1936, as
amended, or any other law relating to the ocean transportation of cominodities,
materials, and equipment on United States-flag vessels,” ' :

(b) After section 547 add the following new sections:

‘Page 17, line 10, after “549.”, insert “(a)’’.

- Page 18, line 1, after “United States’, insert ‘““to a greater extent’.
Page 18, line 3, strike out the quotation mark.
Page 18, after line 3, insert:

“(b) It is the sense of the Congress that assistance under: this Act shall be ad-
ministered so as to assist other peoples in their efforts to achieve self-government or
independence under circumstances which will enable them to assume an equal
station among the free nations of the world.” )

Sge. 12. It is hereby declared to be the continuing sense of the Congress that
the Communist regime in China has not demonstrated its willingness to fulfill the
obligations contained in the Charter of the United Nations and should not be
recognized to represent China in the United Nations.

INTRODUOCTION

PURPOSE OF THE BILL

The bill authorizes the funds necessary for carrying forward the
mutual security program along the lines cstablished in last year’s
comprehensive legislation (Public Law 665, 83d Cong.)

All aspects of the program were scrutinized by the committee during
its consideration of the bill, and certain phases of -our aid efforts were
completely reexamined because important developments during the
past year have raised questions as to their effectiveness.

This year, for the first time since the beginning of the foreign
assistance program, the committee did not feel it necessary to re-
evaluate the fundamental premises on which the mutual sccurity
program is based, or to question whether after a careful balancing of
the risks and advantages it was worthwhile to authorize the continua-
tion of the program. There is today evidence on every continent
that the mutual security program has begun to give us important
forcign policy advantages. The reaction of the free peoples of the
Far Bast to the blandishments of communism at Bandung; the final
joining together of the United Kingdom, France, Germany, Italy,
Belgium, Luzxembourg, and the Netherlands for defense in the Western
European Union; the determined elimination of communism by
Guatemala with the united support of the other American Republics,
as well as the apparent reorientation of Soviet diplomacy, can all be
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MUTUAL SECURITY ACT OF 1955

cited as indications that the course on which the United States has
embarked should not be abandoned.

The evidence that the mutual security program has begun to show a
return on our enormous investment in it makes it particularly impor-
tant thatits full effectiveness should be maintained. The danger to the
free world from Communist aggression remains. Our allies, who for
the first time in long years of gloom and tension may feel an inclination
to relax, need the assurance of our continued backing. The peoples
of the newer nations and the underdeveloped areas of the world need
tangible encouragement to avoid the dangers of Soviet imperialism.

The committee recognizes the importance of curtailing United States
expenditures in every way possible. It believes that there can be no
practical alternative today but to implement this program.

The following table shows the executive request for the Mutual
Security Act for fiscal year 1956, the amounts authorized by the Senate,
and the amounts recommended by the committee. Title, chapter, and
section references are to those contained in the Mutual Security Act of

1954,

Differences
Committee an |44
. bétween Senate
Executive Foreign Affalrs
Category request Senate, 8. 2090 | *oommenda- xlx)lil]%taend com-
tion @ recom-
mendations
Title I. Mutual defense assistance:
Ch. 1. Military assistance (sec. 103).| $1, 278,000,000 | $1, 278,000,000 | $1,133,000,000 | —$145,000,000
Ch. 2. Direct forces support (sec.
124) oo 317, 200, 000 817, 200, 000 317, 200, 000
Ch. 3. Defensa support (sec. 131):
70, 000, 000 70, 000, 000 92, 000, 00D
102, 500, 000 102, 500, 000 102, 500, 00
827, 800, 000 827, 800, 000 827,800, 000
Total, tithe .. coemaeeaee 2, 505, 500,000 | 2, 505, 500,000 | 2,472, 600, 000
Title II, Develépment assistance:
Nesar East and Afrlea._________._.. 73,001, 000 73, 000, 000 73,000, 000
Asin. .. —— 71,000, 000 71,000, 000 71, 000, 000
Jatin America. o oooooaeoi oo 21,000, 000 38, 000, 000 38, 000, 000
Total, title IT_________________... 165, 000, 000 182, 000, 000 182,000,000 |- oo ceieeacan
Title III, Technical cooperation:
Sec. 304, Bilateral..__.__.________._ 1486, 500, 000 148, 500, 000 1486, 500,000 |- uccaaaas
Bec. 306. Multilateral:
(a) United Nations technical
assistance. .. ... 24, 000, 000 24,000, 000 24,000,000 |- oooeeaa
(&) Organization of American
States oo 1, 500, 000 1, 500, 000 1,500,000 |.cvomnceeommanan
Total, title IIT. ________ 172,000, 000 172, 000, 000 172,000,000 |-ecoocuemarancnn
Title IV, Other programs:
See. 401 (b). Speclal fund_________. 100, 600, 000 100, 000, 000 100, 609, 000
gec. 403. ‘Joint control areas._._____ 21, 000, 000 21, 000, 000 21, 000, 000
e, 405:
(a; Maoavernent of migrants.____ 12, 500, 600 12,500,000 [-wooooomcameoan
(e) United Nations Refugee
Fund_ _...__.___ 1, 400, 000 1, 400, 000 1,400, 600
(d) Selected escapecs.. 6, 000, 000 8, 000, 000 6, 000, 000
See. 406, Children’s welfar 14, 500, 000 14, 500, 000 14, 500, 000
Sec. 407. Palestine refugees._ - 65, 000, 000 65, 000, 000 85, 000, 600
Sec. 408. North Atlantie Treaty
Organization. ... 38, 700,000 3,700,000 {-eommecemnas
Sec. 409. Ocean freight charges:
{¢) Voluntary packages_._.___. 2, 000, 000 2,000, 000 2, 000, 000
(d) Surplus agricultural com-
modities. _______________. 13, 000, 000 13, 000, 000 13, 000, 00
Sec. 410. Control Act expenses.__._ 1,175,000 1,175, 000 1,175,000
See. 411. Administrative and other
[3437:) 4 X O 35, 225, 000 35, 225, 000 36, 225, 000
Sec. 418, Asian Development Fund._ 200, 000, 000 200, 000, 000 200, 000, GO0
Total, title IV . eeieeaaen 476, 500, 000 475, 500, 000 459, 300, 000
B 07 O 3, 408,000,000 | 3,425,000,000 | 8,285,800, 000
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The following table compares the appropriations for fiscal year
1955 with the sums recommended by the committee for fiscal year

1956.

Category

Title I. Mutual defense assistance:
Ch. 1. Military assistance (sec. 103)
Ch. 2. Direct forces support -
Ch. 3. Defense SUPPOIt - aocaceocme oo mmmm e nmmn e

Total, t1618 Toe oo oo cammceermmcnm e s mmma s msen oo

Title II. Development assistance:
Near East and AfTiea . oo oo maerccaamrmmcsmco o mmmeancmm e mn e
Asia.
Latin ATNeriCa. oo v co oo ccecurammaamasemasnmmm————as

Total, title, IT...

Title ITI. Technical cooperation:
Scc. 304, Bilateral
Sec. 306. Multilateral:

() United Nations technical assistance
(b) Organization of American States.

Total, title TT. e amar e eee

Title IV. Other programs:; .
Sec. 401, Special Fund. .o caeermemcmmmrcemmemeeoa- e ammmee—m————
Sec. 403. Joint control axeas.
8ec. 405:
(@) Movement of Iigrants. . oo ocammaciemcaccmm e a e
(¢) United Nations Refugee Fund
(d) Selected eSCADPEES. oo crar oo memem e e —mam———
406. Children’s welfare
. Palestine refugees o o owocooceecmemvianmean vemmmm————
. North Atlantic Treaty Organization.
. Ocean frelght . s
. Control Act expenses.....
. Adminigtrative expenses
. Asiatic Development Fund. . cvooemvorcemermcma e

Bec.
Bec.
Sec.
Sec.
Seec.
8ee.
8ec.

Total, title IV _.ococaren
Grand tota) oo oo cicmiemcmmaccicemcmeeeere—mmamemmeoeeee

Fiscal year | Recommended
1965 appro- for fiscal year
priation 1956
$1,192, 700,000 | $1, 133, 000, 000
795, 000, 000 317, 200, 000
406, 008, 195 1, 022, 300, 000
2, 393, 798, 195 2, 472, 500, 000
116, 000, 000 73, 000, 000
60, 500, 000 71, 000, 000
, 000, 38, 000, 000
184, 500, 000 182, 000, 600
105, 000, 000 146, 500, 000
9, 957, 621 24, 000, 000
1, 500, 000 1, 500, 000
1186, 457, 621 172, 000, 000
________________ 100, 000, 000
25, 000, 000 21, 000, 600
10,000,000 | oo
................ 1, 400, 000
................ 6, 000, O
12, 500, 000 14, 500, 000
................ 65, 000, 600
1,169,000 |.vomomom e
4, 400, 000 15, 000, 000
1,175, 000 1,175, 000
32, 500, 000 35, 225, 000
................ , 00D, 000
86, 744, 000 459, 300, 000
2,781, 499, 816 3, 285, 800, 000

In addition to the $2,781,499,816 & propriated last year, the Con-
gress also appropriated a carryover o $2,462,075,979, a total appro-

priation of $5,243,575,795 for fiscal year 1955.

64304—55—2
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MUTUAL: SECURITY ACT OF 1958

Chart shows program as submitted by executive branch—not funds
authorized in bill as reported. R

THE PROGRAM FOR FY (956

{ $ Millions }

President’s Fund for Asian BY FU NCTlON o

Economic Developmant
$200-5.7%

Technical
Cooperation
$172.0
(4.9%)

President’s Contingency Fund

Developmant
Assistance
$165.0
(4.7 %)

$ 3,530 Miilion

BY AREA
{ Excluding MDAP)
Latin Am;rica

Europe
$95.0

Asia
[$1,451.0
68.1%)

$ 2,130 Million
(Excluding MDAP)

R e el Ll L T T T T TR S e
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10 MUTUAL SECURITY ACT OF 1953

PROVISIONS OF THE BILL

SECTION 2—MILITARY ASSISTANCE

Subsection (@)—Authorization for military assistance

‘The authorization for military assistance in the bill is $1,133
million. This is a reduction of $59.7 million from. last year’s appro-
priation of $1,192,700,000. The figure generally publicized as the
amount of the Executive request for authorization of military assist-
ance for fiscal 1956 has been $1,400 million. This figure, however,
includes $122 million for infrastructure which was authorized last year
(Public Law 665, 83d Cong., scc. 104). The actual Executive request
for military assistance funds considered by the committee was $1,278
million. 'This was cut $145 million by the committee.

The program for military assistance was presented to the committee
on & different basis than has been the case in previous years. In
prior years, detailed tentative programs on a country-by-country
and item-by-item basis have been submitted in support of the Depart-
ment of Defense request for new funds. The presentation of detailed
tentative materiel programs on an item-by-item basis for each country
has proved to be unrealistic bocause changes in the international
situstion involving new and different military requirements and
transfers of military assistance funds within the MDAP as well as to
other mutual security programs have required major revisions of 2
end-item programs. Since the detailed tentative programs presented
in the past have undergone considerable change during the course of
actual implementation, and since the Department of Defense inter-
national security plan has not, as yet, been developed to the point
where it can provide the necessary guidance, an interim, yet realistic
approach has been adopted which provides for a program for fiscal
year 1956 covering only the most necessary funds to continue our
foreign alliance expenses and commitments.

The following table summarizes the use of the military assistance
funds for fiscal year 1956 as submitted to the committee:

Department of Defense mutual defense assistance program, fiscal year 19566 estimates
(in millions of dollars)

Category Value
1. Administrative expenses e 82400
II. Protection of the investment:
Maintenance and spare parts - 274. 2
Training...._—-_ _— 90.1
Packing, crating, handling, and transportation. e 144.0

III. Commitments:

Support of international military headquarters oo eeem 5.5
Infrastructure - 122, 0
Military assistance commitments _  DB24.8
IV. Projects for improvement :

Mutual weapons development 50.0
Kacilities assistance -~ o - 20.0

V. Balance of fiscal year 1956 for requirements exceeding $1.5 billion-  145.4
Total - 1, 400.0

The amount for infrastructure, $122 million, has already been
anthorized (but not appropriated). The committee in reducing the
authorization by $145 million intended that the last item in the table,
which was presented as being essentially a reserve for contingencies,
should be eliminated.
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The largest item in the table, $524,800,000, is for military assistance
funds needed to carry out commitments made to specific nations in
connection with commitments by such. nations to raise & specified
number of troops, to permit us to build bases and similar military
undertakings. :

Tt should be emphasized that the actual deliveries of military end
items to other nations during fiscal 1956 will be financed primarily
with funds already available from previous appropriations. A better
indication of the amount and distribution of United States military
assistance to various parts of the world can be derived from examining
the following tabulation showing the portions of programs already
financed which have not yet been accomplished than can be obtained
from studying the authorization for new funds contained in the bill.

Military assistance programs already financed remaining to be accomplished as of

Jan. 81, 1956
BEurope. - oo [ S R $5, 246, 327, 000
Near East and South Asia_ .. ... e ma 730, 037, 000
Far East and Pacific. . ___. .- e m 1, 260, 984, 000
Latin AMerica - - - o o e e o mmmm 56, 0049, 000
Total financed but not accomplished_ - - .- 17,779, 830, 000

1 This total is larger than the sum of the area tigures listed since it inclndes certain nonregional programs.

The committeo is convinced that this very large program for provid-
ing military assistance to our allies should go forward. Any action
which might interrupt the flow of equipment on the way, or which
might encourage other nations to relax their efforts would be disastrous.
As the following statement by Gen: Alfred M. Gruenther, Supreme
Allied Commander, Europe, indicates, too much has already been
accomplished to consider any reduction of our basic objectives.
General Gruenther said (p. 169 of hearings):

The NATO nations have created in Western Europe an important defensive
capability. We have a twofold mission, We must, of course, use our military
strength to defeat the enemy as quickly and as effectively as we can; we must,
however, at the same time, prevent the overrunning of NATO territory.

T would like to make it quite clear that these two objectives, these two missions,
are not identical. They may impose different demands on different forces. We
do not have today the same degree of capability to do both jobs. It must be
recognized, however, that both of these objectives are of prime importance.
Obviously our military strength, once committed to war, must scek the defeat of
the enemy. That objective requires little explanation or discussion. Our other
objective, defending and holding territory, has a particular importance to those
partners of ours who arc closer to the Soviet military might.

The United States has never experienced an invasion, an occupation, and then
a liberation. We have partners, however, who have experienced all three and
have experienced them rtecently, No one of those nations looks forward to re-
peating those experiences. The NATO alliance therefore makes provision for the
strongest possible efforts to defend the territory of its members.

Of course, the important question is: “How wcll are we prepared to accomplish
‘these two objectives?”’ The answer with respect to the first one, viz: “Could
we defeat the encmy if unfortunately an attack should come now?” is “Yes.”
This is primarily because of our long-range air capability. In this stage of tech-
nological development, offensive airpower has a big advantage over the defensive.
This faet, plus our powerful long-range Air Force, enables us to say that the
enemy would be defeated today. This Is of fundamental importance to the entire
NATO alliance. It is & capability which we must maintain and develop in order
that it may retain its vital strength. For myself, I am satisfied that our long-
range airpower is better and more effective than the comparable Soviet military
organization. I believe that the edge which we have now will remain with us
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for some time into the future if we determine that it should be that way. I would
not like to predict how long this will be true; all predictions of this sort are
dangerous for very evident reasons. In this case there is a particular danger
because, obviously, the Soviets will bend their best efforts to eounteract this key
military capability of ours. However, reé&rdless of predietions and recognizing
what is reasonable and probably within Soviet capability, the important thing
appears t0 me to be that we recognize that it is vital that we keep the lead we
h};we and tillat we act upon that recognition. I believe that we ean do it ; I believe
that we will.

£ad to Yugoslavia

The committee gave special consideration to the situation in Yugo-
slavia and explored carefully the question of continuing assistance
to that country. The committee reached the conclusion that no
specific limitations should be imposed on the supplying of aid to
that country. Testimony disclosed, however, that the Yugoslav
Ciovernment has not been fully cooperative in carrying out the re-
quirement of the Mutual Security Act that United States representa-
tives be permitted ‘‘continuous observation and review” of the use
made of equipment supplied by the United States.

The provisions of the law are clear in this respect and the committee
believes that United States officials responsible for the administration
of the mutual assistance program have not been sufficiently insistent
that the Government of Yugoslavia live up to the terms of its agree-
ments. The committee has refrained from including in the bill
legislative restrictions on further assistance to Yugoslavia only be-
cause it is confident that henceforth the letter and the spirit of the
law will be carefully observed.

Subsaction (b)—Administrative expenses—Direct forces support

Through inadvertence, this change was omitted from the bill
originally proposed by the executive branch. The change is necessary
to permit the Department of Defense to pay administrative and
operating expenses of carrying out the fiscal year 1956 program of
direct forces support authorized by the proposéd new section 124 of
the act. It is expected that this function will be assigned to the
Secrctary of Defense in the forthcoming Executive order of the
President implementing the fiscal year 1956 mutual-security program.
Section 8 (j) (2) of the bill as passed by the Senate, which authorizes
the appropriation of administrative funds for nonmilitary programs,
does not permit those funds to be used for section 124 programs.
Therefore, section 103 (b), relating to administration of military
assistance programs, should be amended to make funds available for
this purpose.

Subsection (c)—Offshore procurement

This section repeals section 103 (¢) of the Mutual Security Act of
1954. That section provides that the military assistance funds may
be used to procure equipment or materials outside the United States
unless the President determines that one or more of four conditions
will result from such purchases: (1) adverse effects upon the ecconomy
of the United States; (2) inadequate safeguards against sabotage;
(3) unjustifiable cost in comparison with procurement in the United
States; and (4) delays in delivery incompatible with United States
defense objectives.
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In testimony before the committee Hon. . Struve Hensel, Assistant
Secretary for International Security Affairs, Department of Defense,
expressed the underlying philosophy in these words;

I believe the primary purpose of offshore procurement is to build up in Kurope
an industrial base that will sustain the military forces that we are building there,
and that onr ultimate objective is to get out of the offshore procurement business
and get the other countries in, and that we place orders in the beginning- -and I
am thinking particularly of the countries that we hope economically will later be
able to support themseclves [security deletion] or something like that—on the
thought that we are getting them over their starting-up costs; over thosc cxtra
costs before they get a finished produetion line. :

Therefore, T would be much more interested in the country that came to me
and said, “Well, now, we cannot pick this up entirely, this year, but if you will
place an order for X we will place an order for half X this ycar and next year we
will take the one and a half X off your hands next year.” This appeals to me and
T think we should have more freedom to approach offshore procurement on that
basis (hearings, p. 233).

The application of the criteria in section 103 (¢) has slowed up the
offshore procurement program. The repeal of that section should
help put our allies in a position where they can provide more of their
military equipment instead of receiving it as a gift. The committee
is confident that in sceking this objective the President will adm inister
the offshore procurement program in & manner that will take account
of the criteria expressed in section 103 and, at the same time, provide
him the flexibility that he should have if the program is to miove
forward. .

The repeal of scction 103 (¢) covers only procurcment from military
assistance funds. It does not affect section 510 of the Mutual Security
Act of 1954, relating to use of defense support and development assist-
ance funds for offshore procurement.

Sredit terms for malitary assistance.—This section substitutes a new
subsection 103 (¢) in place of the present section 103 (¢). The pro-
posed new subsection 103 (c) deals with a kind of transaction diffcrent
on the one hand from the sale of military equipment and materials
under scction 106 of the act (commonly rcferred to as reimburs-
able military aid) and different on the other hand from the furnishing
of military aid by grant or on a long-term loan basis. Under section
106 of the existing act there is authority to sell military equipment
and materials. Such sales may be made for dollars on credit periods
up to 3 years and credit sales are financed under the act by regular
Army, Navy, or Air Force appropriations rather than military assist-
ance appropriations. (Payment from the foreign country gocs back
to the Military Department appropriation.) Section 106 provides
that sales may be made without regard to the requirements of section
105 of the act (conditions applicable to military assistance) and
sections 141 and 142 of the act. (conditions of eligibility for assistance).

On the other hand, scetion 102 of the act authorizes the furnishing
of military assistance on terms of repayment (including repayment
in local currency or raw materials) if the provisions of sections 105,
141, and 142 are adhered to. If the authority of section 102 is used,
military assistance appropriations are used to reimburse the military
departments for the equipment which is furnished, and there is no
limit on the time period within which repayment must be made.
Payment from the foreign country goes to the United States Treasury.

64304—35— -3
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The proposed new subsection 103 (c) of the act authorizes something
in between these other two programs. Under the authority of the
new subsection, in those cases in which a country is willing to repay
the United States within 10 ycars for military assistance furnished,
it will be possible to make such assistance available without regard to
the requirements of sections 105, 141, and 142. Military assistance
appropriations will be used to finance such credits.

Subsection (d)—Western. European Union

The present law provides that, after the delivery to countries which
have signed the European Defense Community of equipment and
materials of the value programed for those:countries through fiscal
year 1953, no further deliveries may be made to any such country
which has not ratified the treaty. Since the enactment of the existing
provision on this matter, the EDC proposal has been replaced
by the alternative arrangements of the Westérn European Union and
the admission of Germany into NATO. Sihce the purposes of the
present provision of the law have been largoly brought about through
these alternative arrangements, the refercnce to EDC is deleted and
replaced by a statement of policy, derived from section 2 (b) of the
Mutual Security Act of 1951, that the act should be so administered
as to support concrete measures to promote greater political federa-
tion, military integration, and economic unification in Europe.

Subsections (e) and (f)—Area designations

These sections amend the names of two of the geographic areas
referred to in section 105 of the act (relating to conditions applicable
to military assistance) to conform to the uniform regional designations
used in the description of the fiscal year 1956 mutual security pro-
gram. In the military program the change reflects the shift of Paki-
stan for programing purposes from the area formerly designated as
“Near East, Africa, and South Asia” to the arca formerly designated
as “Far Kast and the Pacific.” The new area designations are “Near
Kast and Africa” and “Asia”, respectively.
Subsection (9)—Transfer of military equipment to Japan

This section amends section 108 of the act (relating to the transfer
of a special program of military assistance to Japan) by extending for
1 year the time within which the special military assistance progran
must be completed. There would be no change in the character of
the program, which consists of the delivery of specialized items of
military equipment and materials for which regular Department of
Defense appropriations were obligated prior to July 1, 1953. Less
than 3 percent of the original program remains undelivered. Delays
in_delivery have been due to diversion of equipment to Formosa,
delayed release of United States oquipment from Korea and delays in
production in Japan. Funds from current appropriations of the mil-
itary departments arc being used to pay current costs incident to the
delivery of this list of items. The section as amended will continue the
prohibition against the use of appropriations for military assistance
in connection with deliveries under this special program.

Hom
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SECTION 3—-DIRECT FORCES SUPPORT

This section authorizes $317,200,000 for direct forces support. The
planned distribution of these funds to individual countries is shown
in the following tabulation:

Direct forces support

Europe (1.26 percent): Yugoslavis ..o occocmemo o eenmeeen $4, 000, 000

Near East and Africa (8.67 percent): ;
TAN - o e e e e m e —m—————————— 7, 500, 000
TUTKEY - e e mmm e m———mmma————mmm e 20, 000, 000
Total - o e ——— 27, 500, 000

Asia (90 percent):

Pakistan - - - o e m e ———— 20, 000, 000
China (FOTMOSA) - - - - e e oo e e —mmm e 37, 000, 000
KOOI o e e e e e e e ——— e ——— 180, 000, 000
Philippines. . - - oo e 2, 300, 000
Thailand - - - - e —————— 8, 200, 000
Cambodia, Laos, Vietnam _ . oo 38, 200, 000
Total - e e ————— 285, 700, 000
Total, direct forces support. . - —SE,_E(;(-)ZBE(;

The type of program represented by this authorization of
$317,200,000 was carried out in fiscal year 1955 by the FOA. In line
with Executive Order 10610, issued on May 9, 1955, it is expected that,
as a part of the fiscal year 1956 Exccutive order on the adminisiration
of the mutual security program, the President will direct the Depart-
ment of Defense to administer the direct-forces-support program in
fiscal year 1956. The items and services in the fiscal year 1956
program are such that they will be delivered or rendered directly to
the military forces of the nations eligible for military assistance under
chapter I of title I of the act. They include such things as jet fuel,
gasoline, tractors, runway-paving equipment, and emergency rations.

The new section provides that the President may, notwithstanding
the provisions of section 501 (which authorizes transfers), consolidate
all or any part of appropriations made pursuant to this section with
the appropriations made pursuant to section 103 of the act (military
assistance). If the President decides to make such a consolidation,
and if he so elects, the consolidated appropriation will be available for
programs of a type prepared by the Department of Defense for fiscal

ear 1956 under the heading of “Military assistance’ or for programs
ike those represented by the $317,200,000 request. Whether or not
such consolidation of appropriations takes place, the new section 124
provides that programs authorized by it may be administered in
accordance with the provisions of chapter 1 of title I, relating to
military assistance, or chapter 3 of title I, relating to defense support.
‘Thus, 1n carrying out the program in Korea the President may take
advantage, if necessary, of the authority provided by section 132 (d)
t(; ti:'lurnish assistance without regard to the other provision of title I
of the act.
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SECTION 4—DEFENSE SUPPORT

This section authorizes defense support in the following amounts:

Furope (excluding Greece and Turkey)._ . _________________ $92, 000, 000
Near East (including Greece and Turkey) . ___________________ 102, 500, 000
Asla. T 827, 800, 000

Total . .. 1, 022, 300, 000

This represents an increase of $22 million (for Europe) over the
amount recommended by the cxecutive branch. The planned dis-
tribution of these funds among areas and countries as ori inally
recommended by the Executive is indicated in the following table:

Defense support (as recommended by the Executive)

Europe (except Greece and Turkey) (7 percent):

Spaln___. ... 1§28, 000, 000
Yugoslavia_ ___ . _____ o 36, 500, 000
Western Kuropean technical exchange____________________ 5, 500, 000
Total . . 70, 000, 000
Near llast (including Greece and Turkey) and Africa (10.3 per-
cent):
(ireece 215, 000, 000
Iran____.______________ 37, 500, 000
Turkey 50, 000, 000
Total

Asia [82.7 percent):

Pakistan o 63, 000, 000
China (Formosa) _ .. .. e 62, 000, 000
Korea__ . oo 272, 000, 000
Philippines_ _ .. 19, 700, 000
Thailand - __ . 31, 800, 000
Jambodia, Laos, and Vietnam_ . _______ . _______________ 379, 300, 000
Total . _ _ e 827, 800, 000
Total, defense support_ __ ___ . ... _"[,“6670366,_666

The committee increased this sum to $50 million. See explanation below.
* The committec Increased this sum to an amount not less than that made avallable in flscal vear 1955
which was $26,200,000. This additional sum will be taken from other programs. See explanation below.

The term ‘“‘defense support” is applied to economic assistance sup-
plied to nations which are carrying out a defense program in order to
increase the defense burden which such nations can carry.

Experience with the military assistance program has demonstrated
that expenditures of this naturc which do not go directly to equip
and maintain armed forces, ncvertheless result in increasing the
magnitude of the defense forces and facilitics of other nations.

The bill requires that not less than $50 million of the funds author-
ized under this section for Europe shall be used to give defense sup-
port to Spain. This requirement together with the increase in funds
guthorized is regarded as desirable to facilitate the Spanish defense
eiffort and particularly the construction of United States military
bases in that highly strategic area.

The committee amended the proposed new subsection (c), para-
graph (2) by providing that there shall be made available to Greece
for fiscal year 1956 the same amount of defense support made avail-
able to that country for fiscal year 1955. In fiscal year 1955, exclud-
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ing certain other assistance, $26,200,000 of defense support was made
available. It is the intent of the committee that no less than
$26,200,000 of defense support assistance shall be made available to
Greece for fiscal year 1956, This amount should enable Grecce, by
bolstering her economy, to maintain her army at a level commensurate
with NATO foree goals.

Marine insurance
This provision adds a new cubsection which provides that dollars
shall be made available for marine insurance on commodities procured
in the United States for the mutual socurity program where such
insurance is placed on a competitive basis or, in the event a foreign
country discriminates in any way against American insurance com-
panies, then such marine insnrance on shipments of commodities shall
be placed exclusively with United States marine insurance compaiies.
Under present FOA regulations—
dollar payments of premiums of ocean marine insurance * * * on FOA-financed

commodities proecured in the United States will be eligible for financing by
FOA * * *

at the request of the cooperating country.

Testimony before the committoe developed the fact that since
World War II some 17 countries have enacted restrictive insurance
laws or regulations which have had the effect of giving to the insurance
markets of those countrics a virtual monopoly of the marine insirance
on shipments to and from those countries. Under normal competitive
conditions of international competition for the insurance on ship-
ments, the seller and buyer of the goods usually come to a mutually
satisfactory agreement for the placing of the msurance. However,
the source of the difficulty on FOA shipments is tho insistence by FOA
that it will not make dollars available for insurance coverage unless
requested to do so by the government of the participating country.
Under FOA regulations all that the foreign government must do is
neglect or refuse to request dollars for insurance and both scller and
buyer are effectively prevented from using the Armerican market even
when they prefer to do so.

Consideration has been given to the problem of discrimination in
regard to marine insurance by the United Nations.

The committee belicves that this provision will prevent such
discrimination in the future.

SECTION 5—DEPOSIT OF I.OCAL CURRENCY

This scetion extends to development assistance the requirement for
the deposit of local currency, when commodities are supplied on a
grant basis and are then soil. Previously such deposits had been
required only in the case of dicect forces support and defense support.

The amendment also makes clear that it is necessary to obtain
agreement on local currency deposit procedures only where assistance
to be furnished will actually result in the accrual of such lIocal curren-
cies.

Although the deposit of local currency is required only in the cases
cited above, the committec expects that local currency deposits will
be required whenever commodities supplied under other provisions
of the act are sold unless special circumstances make such action
inadvisable.
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SKECTION 6-—-~DEVELOPMENT ASBISTANCE

_Funds authorized for development assistance total $182 million,
divided as follows:
Near East and Africa (40.1 percent): Undistributed by country_._ $73, 009, 000

Asia (39 percent)

India 70, 000, 000
Nepal... I 1, 000, 000

Total . ___ 71,000, 000

American _Repnblics (20.9 percent) :

Rolivia___ . --- 20, 000, 000
Guatemala ... T11TTITTTITT I 15, 000, 000
Malti o I e 3, 000, 000

Total ... e 38, 000, 000

Subsection (a) (I) amends section 201 (a) of the Mutual Security
Act of 1954, which authorizes funds for development assistance in
threo regions for fiscal year 1955. The first clause of this paragraph
changes the regional designation in section 201 (8) (2) from “South
Asia” to “Asia” to correspond with the uniform regional designation
now to be used.

The second clause amends section 201 (8) (3) by adding as a stated
purpose of development assistance in Latin America the maintenance
of economic and political stability in that area. This change makes £
the definition of development assistance for Latin America correspond
with the definition for the other two areas, and provides a more com-
plete description of the objectives of the programs presently planned
under this section for Bolivia, Guatemala, and Haiti.

The third clause of this paragraph removes the restriction in title II
that 30 percent of the funds appropriated for that title shall be avail-
able only for assistance on terms of repayment. The authority will
remain to furnish development assistance on & loan or grant basis as
is the case with other programs. Eliminating this restriction will per-
mit the furnishing of assistance on a loan or grant basis as circum-
stances may justify in each case.

Testimony presented to the committce indicated that & percentage
figure is interpreted by recipient countries as a maximum loan figure
rather than & minimum. Without such s limitation the administra-
tion believes it will be possible to increase the loans for development
assistance. Kor fiscal year 1955 about 40 percent of the money in
title IT was used for loans. The committee expects the administra-
tion to continue to press for loans as a basis of assistance.

Subsection (a) (2)—Authorizations

Near East and Africa.—In the Near East development assistance has
been an impertant means of tackling the economic problems of that
area. During the past year Israei, Egypt, Lebanon, and Jordan have
been the beneficiaries of such aid. United States objectives in the
Arab States and Israel, however, cannot be served wit technical co-
operation programs alone. The achievement of these objectives re-
quires economic development at a pace which cannot beo accompiished
without external assistance. Development assistance has been given
In past years to Jordan, Lebanon. Egypt, and Israel. In Egypt the
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United States development assistance program is principally directed
toward improvement in road and rail transportation facilities and in-
creasing the supply of potable water; this aid is in support of Egypt’s
10-year economic development program. In Jordan, United States
aid is used to help forward development projects in irrigation, affor-
estation, road building, and community development. United States
aid to Israel has helped that Government assimilate its refugees while
helping to improve its foreign exchange position. Increases have re-
sulted in industrial and agricultural production; land area under culti-
vation has been tripled since the creation of the State.

Asia.—Except for a small program in Nepal, India is the only
country in Asia to receive development assistance funds for fiscal
year 1956. Seventy million dollars is planned for this purpose.

Before the committee reached a decision on further assistance to
India, it carefully considered the effects of such assistance not alone
on India but in the larger context of our Asian policy. It is clear
that India’s forcign policy is often divergent from that which the
United States pursues. The committee believes that neutral cr even
hostile expressions by Indian Government leaders must not cbscure
the fact that our stake is in the preservation of the Indian subcon-
tinent as an independent state. In making a final determination on
continued assistance, the committee points out that India insists it
is a neutral country and it has a representative form of government
which internally is strongly anti-Communist., The committee believes
that our assistance to India as elsewhere in the free world is directed
toward strengthening the democratic base of government. The more
successful we are in achieving that objective, the more we make it
possible for India to resist Coramunist threats and blandishments and
to remain a part of the free world.

It is proposed to devote a total of $10 million to the field of agri-
culture and natural resources, including $4 million for fertilizer to
meet the rising demand before the completion of additional manu-
facturing facilitics; $4 million for additional decp irrigation wells in
the areas shown by the exploratory program to justify the drilling
of production wells; and $2 million for river valley development to
assist in further expansion of irrigation.

T'o meet the expanding demand for power as industrial development
progresses, $5 million assistance in the construction of electric power
facilities is proposed. Further support for industrial development is
expected to take the form of stecl in the amount of $15 million, to
help meet the shortage in India. Some part of this may be used,
however, for aid to small rural industries by supplying equipment and
making possible increased employment in rural areas.

Assistance in the field of transportation is proposed in the amount of
$6 million; this will support agriculture, mineral, and industrial
development as well as foreign trade. This would represent a con-
tinuation of the program to rchabilitate the Indian railways. It is
‘planned that steel for fabrication of railway rolling stock in India
and equipment to expand freight-car fabrication mm India will be
supplied.

Four million dollars is to be used to further extend the area of
malaria control during fiscal year 1956.
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Assistance in the form of agricultural surplus commodities is pro-
posed In the amount of $30 million. The sales proceeds of these
commaodities are expected to be used for agreed economic development
purposes such as local costs of urigation, flood control, and power.

Latin America.—For Latin America, there is provided an authoriza-
tion of $38 million in development assistance. 'This is intended pri-
marily as an emergency fund for 3 countries—$15 million for Guate-
mala, $20 million for Bolivia, and $3 million for Haiti.

The development assistance program in Guatemala is intended to
meet acute economic problems faced by the anti-Communist govern-
ment headed by Col. Carlos Castillo Armas, which took power in July
1954 as a result of a successful revolution against the pro-Communist
Arbenzregime. 'The Arbenz regime left behind it a stagnant economy,
growing unemployment, an empty treasury, and a burden of heavy
internal debt, making it necessary for the new administration to look
1o the United States for help to tide it over the crucial months until
normality is restored and its long-term development plans begin to
have their effect in mobilizing the country’s considerable economic
rosources. A decline in the prices of coffee, Guatemala’s principal
export, has recently intensified the administration’s economic
difficulties.

T'c help reduce immediately the critical pressure of unemployment,
during the latter part of 1954 the United States provided Guatemala
with an emergency grant of $3.2 million for immediate public works.
This sum is being spent entirely on the Pacific Coastal Highway, a key
link in Guatemala’s communication network.

An additional $12 million grans was allocated to the Roosevelt Hos-
pital in Guatemala City, to help purchase equipment to put in oper-
ation 1 wing of this partially completed project. At the same time,
the United States has resumed its cooperation-on the Guatamalan sec-
tor of the Inter-American Highway, and through the United States
Bureau of Public Roads, has allocated $1,425,000 of United States
funds to be spent on it this fiscal year at the prescribed ratio of 2
United States dollars for cach Guatemalan dollar of expenditure. The
Tlnited States is meanwhile carrying out a greatly expanded program
of technical assistance in Guatemala to aid the Government in exe-
cuting its long-term plans.

Present information shows that at the end of the current fiscal year,
the Castillo government will be unable to assume on its own the cost
of the emergency works projects already begun with United States aid.

Recently, a special study mission on imternational organizations
and movements of the Committee on Foreign Affairs (comprising
Tlon. A. S. J. Carnahan, chairrian, Hon. Thomas S. Gordon, Hon.
Thomas J. Dodd, Hon. Harrisen A. Williams, Jr., Hon. Robert B.
Chiperfield, Hon. Chestor I2. Merrow, and Hon. Albert. P. Morano)
visited 4 of the 5 Central American countries, including Guatemala.

Jonferences with President Castillo Armas and firsthand observations
by the members of the mission confirm the need for the continuation
of emergency development assistance to Guatemala, the only country
in world history successful in throwing off the Communist yoke.

Ir. Bolivia, the ultimate objective is the development in Bolivia of a
stable economy, able to provids the essential needs of the country
without the necessity of external aid. The country’s presently
available resources are not sufficient to achicve this. The Bolivian
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Government has a carcfully developed plan prepared with the assist-
ance of United States technicians, to overcome this condition and
achieve a stable situation. It will continue to be dependent upon
imported foods, however, for which it cannot fully pay with the
foreign exchange it earns until the development program is consider-
ably more advanced that at present.

Of the $20 miilion requested for development assistance for Bolivia
for fiscal year 1956, approximately $12 million will be utilized for the
purchase of foodstuffs in the United States, and the remaining $8 mil-
lion to provide agricultural machinery and equipment and other items
to: be utilized in connection with the program. The foodstuffs will
mect the threat of hunger and avert possible starvation. The counter-
part funds generated by the sale of the food shipments will be used
to further the program, which, in order to be successful, must also
include the $8 million of agrienltural equipment, supplies, and other
items.

The aid given Bolivia under this program has helped and continues
to help to avoid hunger and chaos. In addition, the program has
been of great assistance in maintaining economic and political stability
in Bolivia, and in aiding the Bolivian Government to counteract
Communist pressure. It is the view of the committec that as long as
these objectives are being achicved, the United States should be pre-
pared to continue to extend aid to Bolivia until Bolivia is in a position
to finance its development program alone.

In Haiti, the $3 million requested would be used to continue the
program of temporary emergency assistance to Iaiti which began
during 1955 and which is in addition to our technical cooperation
program in that country. Because of the damage caused to Haiti
by the hurricane last October, the United States has found it neces-
sary to extend a limited amount, about $3.4 millien, of development
assistance, and to provide about $2 million worth of surplus agricul-
tural commodities, to Haiti during the current fiscal year. The
development assistance funds are being used primarily to help ropair
irrigation systems and rehabilitate farm-~to-market roads and coffec
plantings which were devastated during the hurricane. Because of
the advent of a period of extended drought, the slow recovery from
the effects of the hurricane and the severe shortage of foreign exchange
resulting partly from the reduced coffee crop, it appears essential
that our program of emergency assistance to Haiti be continued in
fiscal year 1956. Three million dollars of development assistance
funds are required for this purpose. These funds would be used, as
the development assistance funds are being used during the current .
fiscal year, primarily to help repair irrigation systems an%l rehabilitate
farm-to-market roads and coffee plantings.

The following chart illustrates the importance of Latin America to -
the international trade of the United States:

64304—535——4
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Subsection (b)—Administration

This subsection adds a new sentence to section 202, which relates
to administration of development assistance, providing that the Presi-
dent may exercise for purposes of development assistance the authority
provided under section 307 with respect to technical cooperation.
The latter section includes the authority to make advances and grants
and to make and perform contracts and agreements, provided that
any contract or agreement entailing commitments to expend funds
may, subject to future action by the Congress, run for not to exceed
3 years. Development assistance is in many cases furnished as a
supplement to technical cooperation. This amendment makes clear
that commitments for expenditures for development assistance may
be entered into for periods up to 3 years, paralleling the authorized
period of commitment for technical cooperation. This will strengthen
the basis for longer term coordination of activities under these two
programs.

SECTION 7-—THECHNICAL COOPERATION

This section authorizes appropriations for three technical assistance
programs in which the United States participates: (1) Bilateral tech-
nical assistance, $146,500,000; (2) United Nations expanded programs,
$24,000,000; and (3) Organization of American States programs,
$1,500,000.

Subsection (a)—Authorizations
Bilateral technical cooperation (sec. 7 (@)

Technical cooperation, $146,500,000 (100 percent):
Near East and Africa (28 percent):

Beypbo $4, 600, 000
Ethiopia_ ________ ____________________TTTmmmmmm 3, 400, 0C0
Greece. . _______ . _____ . __ . _________TTmmmmmmmmr 1, 00, 000
Ivan_ _ _____ . ___ ... __ e e 10, 000, 000
Iraq_ L LTTTTTTr 2, 300, 000
Israel _________ .. TTTmmmmmmr 2, 000, 000
Jordam__.__. ____________ . _________ Tt~ 2, 800, 000
Lebanon._ .. ___ .. _____. ___ . _______" e eee 2, 500, 000
Liberia_____________ __________________ITommmmmme 1, 800, 000
Libya_______ . _TTTTmmmmmmr 2, 000, 000
Turkey. ... ____ Tt 2, 500, 000
Overseas territory -~ 4,000, 600
Regional projects_.____ .. ________________TTTTTTTmmT 2, 200, 000

Total .o 41, 000, GO0

Asia (45.4 percent):

Afghanistan___.___________________ e e 2, 000, 000
India_______________ L ITTTTmmmmmmm 15, 009, 000
Nepal __________ . ______________TTTTmmmmmmmme 1, 000, 000
Pakistan_________.__________________ e 9, 000, 000
China (Formosa) _._.______._______________TTTTmmmmeT 3, 000, 000
Indonesia____________________________ T TTTTmmTTTC 8, 600, 000
Japan_.______________________________TTTTtmmmTTo 1, 000, 000
Korea. __________ [T TTmmmmmmmTmmmo 8, 000, 000
Philippines_______________________ T TTTTTTmmmmemms 6, 500, 000
Thailand. ________________ T 77T 5, 500, 000
Cambodia, Laos, and Vietnam_______________""""""""" 7, 500, 000

Total. 66, 500, 000
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Iilaleral technical cooperation (sec. 7 (a))—Continued

Technical cooperation, $146,500,000 (100 percent)—Continued
Latin America (20.5 percent):

Bolivia $2, 507, 900
BIRZIL- - o o e e m e e 3, 485, 500
Chile o e e e 2, 354, 900
Colombia 1, 850, 700
Josta Rica 1, 052, 100
Cubs - o e e 621, 700
Dominican Republic. oo 433, 700
Foeador. - o o e am mmmmmm e 1, 605, 400
T Salvador_ o o 1, 006, 800
1UateMAlA - o o o e e 1, 830, 000
Haiti . o o e e o e m 1, 503, 700
HONAUTAS . e e e e e e e 1, 053, 400
MeXico. . oo e 1, 762, 000
NICALAZUR - oo o ooccm mmemmmmmmmm—mmmem e m oo 410, 100
PaANAMNB . o oo m 1, 268, 800
PATAGUAY - o - oo e s cmmem e e mmmmmm e mm e — o 1, 458, 200
TPPOFU - e oo e e e m e m = 2, 704, 700
UTURURY — e oo oo mmmmm e m e m e — = 425, 900
VOeneAUCIA o o e mm e m = 175, 100
Overseas Territories_ o oo e 1, 095, 000
Regional projeets o oo 1, 199, 400
Total - - o e e e e e e m e 30, 000, 000
Tnterregional expenses (6.1 percent) . ooooioooaoaoo 9, 000, 000
The major emphasis of technical cooperation programs has always
heen in the fields of agriculture, health and sanitation, and education. .

Although programs have been undertaken in other fields, those three
«till account for the bulk of our aid. For fiscal year 1956 about 62
percent, of United States assistance in bilateral technical cooperation
programs will be spent for those purposes. The following table shows

the major fields of activities as planned for the next fiscal year.

Major fields of activity, fiscal year 1956

['I"housands]

Near East : Latin
and Africa Asla America
Agricalture and natural reSourceS. oo -soomoomcoemmmammoae s $10, 706 $18, 672 $10,711. 5
Industry and THNINg . oo eocmme s oo 3,726 8, 904 2,440.1
"Pransportation.__.._ . RSP 3,089 1, 540 1,492.6
TR0 oo e e ) 850 1,410 1,009.7
}Health and sanitation . _..- 5,211 9,196 5,734.3
HAREAION - e mmm 7, 866 12, 670 4,197.5
Public administeation__.. - 2, 640 7,605 1,912.6
Community development, s - 3,857 3,973 044.5
(3300 UG S PP PR EEEEEL Rl 3,055 2, 440 1,557.2
L 10372} SRR EE PR L T 41, 000 €6, 500 30,000.0

Near East and Africa

Small technical cooperation programs are in operation in Greece
and Turkey, which supplement the much larger military and defense
support programs. The main direction of programs in these countries
is to increase their agricultural and industrial productivity.

In Iran technical cooperation activities have greatly contributed
to improved living conditions. Malaria, for example, is no longer
the country’s No. 1 health problem. In 3 years it should be virtu-
ally wiped out. Serious epidemics of contagious diseases are now

TR REAPN RSN 1 e e R
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less frequent owing to the operations of the Iran—United States Public
Health Cooperative. Many farm families today enjoy a better return
from their labor as a result of technical cooperation projects that
introduced seed which produced higher yields, that improved the
native cattle and chickens through crossbrecding, and demonstrated
the value of more economic methods of irrigating and growing crops.

Through other technical cooperation projects, American specialists
have given thousands of teachers their first training in modern
American teaching methods and specialized instruction in the fields
of agriculture, homemaking, and vocational skills, Modern text-
books based on American models are being placed in most elementary
schools. United States Government techniques and administrative
practices have been introduced through the creation of an Institute
for Administrative Affairs at Teheran University, and into govern-
ment ministries, including the Ministry of Finance and the Iranian
Plan Organization. The Ministry of Labor has been helped to
devclop modernized employment services, an apprentice system and
safety programs. Factories have been assisted in raising production
levels, in improving personnel practices, and in providing better
working conditions.

The areas of the Arab States and Isracl are characterized by under-
developed resources. Economic and political stability of the arca has
been complicated by the Arab-Isracli conflict and the resultant un-
sottled population, with 880,000 Arab refugees still on relief.

Progress has been made in many countries of the area in recent
years through the program for technical cooperation. In Iraqy, for
example, a country with adequate resources of its own to finance
major programs of land reclamation and improvement, assistance by
American technicians has been cagerly sought to make best use of its
capital. In Lebanon the technical cooperation program has been con-
spicuously valuable in furnishing the Lebanese with the enginecring
blueprint needed for the development of the resources of the Litani
River. Throughout the area, United States agricultural technicians
are training local extension agents; livestock improvement projects
are demonstrating hetter breeding and increased production methods;
health technicians are being trained; and education facilities expanded.

The continued supply of raw materials, the maintenance of air and
naval bases, and the investment in new production in Africa require
a high degree of political stability and friendly ties with the West.
Libya, Ethiopia, and Liberin as well as the territories are now in the
process of developing new political and social institutions. The
territorics are in various stages of development, with the Gold Coast
and Nigeria approaching independence within the Commonwealth.
Several territories are now in the process of developing multiracial
societies as an essential step toward increased self-government.

For fiscal year 1956, there is proposed a technical cooperation pro-
gram of $11.2 million for the independent African countries of
Ethiopia, Libya, and Liberia, and for the overscas territories of France,
Belgium, Italy, Portugal, and the United Kingdom. As the Sudan
1s soon to determine its future through the free choice of its people,
it may be in our interest to extend technical assistance to that country
in the coming fiscal year. The United Siates programs in Africa
are designed to improve the standards of living through technical
assistance in agriculture, health, and vocational training.
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Asia

Technical cooperation is a necessary complement to the other types
of assistance that the United States is extending to the free countries
of Asia. By providing knowledge and skills we are increasing the
capacity of these countries for self-development and for more stable
political organization. As the majority of the people of the area live
off the land and its products are the first essentials of life, primary
emphasis has been placed on agricultural projects in the earlier stages
of economic development programs. United States technicians have,
and are continuin% to train local teachers, village workers, and gov-
ernment personnel who are the key to community development and
extension service programs. United States equipment, supplies, and
know-how now at work, are also concentrated on such fields as water
resources development, fertilizer utilization, and crop diversification.

The Bandung Conference was a gage of the increased self-assurance
of many of the free Asian nations. Such confidence can only come from
s greater measure of internal stability and development to which our
programs are directed, The cornmittee was impressed by the fact that
among those who stood with the free world were nations not receiving
sssistance from us. Should the occasion arise when these nations
need, and ask for, & small measure of technical cooperation, or other
assistance, to carry out programs that will strengthen their economy,
the committee recommends that their request be given sympathetic
consideration by the executive branch.

Latin America

Bilateral technical cooderation programs in Latin America are
designed primarily to help improve the competence of the people and
institutions of that area in planning and working toward the cffective
cconomic development of their countries. Through these programs,
the United States works in partnership with the individual Latin
American governments and their peoples in developing improved
national systems of, and training technicians in, such fields as health,
education, agriculture, transportation, industry, labor, housing, and
public administration.

In recent years increased attention has been given to technical
cooperation fields other than the basic programs of health, education,
and agriculture. Illustrative of the major fields of activity more
recently included in the program are public administration, labor,
transportation, industry, mining, and housing. In fiscal year 1955,
about 27 percent of the estimated $25.1 million total United States
obligations for the bilateral technical cooperation program is beiny
directed toward these newer ficlds of activity.

The results of training which Latin Americans have received under
the program are indicated by the many participants who have
returned from the United States to assume positions of leadership in
their countries. In one country, for example, participants who
studied in the United States now hold positions as Director General
of Agriculsure; Chief of Public Health Lducation; Chief of Inter-
national Affairs, Department of Health; and the directorship of a
large trade school in the capital city. Returned participants have
also filled many senior positions in servicios.

The contributions of Latin American countries to the technical
cooperation programs have risen substantially both in amount and

’«mmmm OIS SN TN RS 4 S U0 0 I - T A

Approved For Release : |CIA-RDP59-00224A000100300002-0




Approved For Release : CIA-RDP59-00224A0001%9300002-0
MUTUAL SECURITY ACT OF 1955

in relation to the United States contributions since 1942 when the

Institute of Inter-American Affairs program was inaugurated. (on-

tributions to these programs are classified as “in cash’ or “in goods:

and services.”” Contributions in cash are the amounts deposited by

the United States and the host country in joint accounts to finance.

the project operations of servicios. Contributions in goods and

services are described below.

Subsection (b)—DMultilateral technical cooperation

Paragraph (1) authorizes the appropriation of $24 million for United
States contributions to the United Nations program of technical
assistance in fiscal year 1056, It is pointed out that these contribu-
tions will cover an 18-month period, the last 6 months of calendar year
1955 (July through December) and all of calendar year 1956. The
amount authorized would provide $8.5 million for the last half of
calendar year 1955, and $15.5 million for the full calendar year 1956,
for a total of $24 million. The United Nations program operates on a
calendar-year basis. The United States has contributed $6.5 million
for the first half of calendar year 1955. Thus, the authorization in
this bill will make possible a total United States contribution of $15
million for calendar year 1955, and a total of $15.5 million for calendar
year 1956.

The continuation of this program was specifically urged by the
President in his state of the Union message as the 84th Congress
opened, in these words:

We must facilitate the flow of capital and continue technical assistance both
directly and through the United Nations. .

Paragraph (2) of section 7 (b) authorizes $1.5 million for contribu-
tions to the technical assistance programs of the Organization of
American States for fiscal year 1956, to be contributed in calendar
year 1956. The special study mission on international organizations
and movements to Central America observed at firsthand several
excellent OAS technical assistance projects in the fields of housing,
education, and agriculture. Progress in these fields is essential if the
peoples of Latin America are to attain a better way of life. In this
international movement in Latin America toward better health, better
sanitation, better housing and better agricultural methods, the OAS
technical assistance program can make & major contribution at a rela-
tively small cost to the 21 participating members of the OAS. The
continued support of this program by the United States is in kecping
with its traditional policy of good neighborliness and partnership with
our sister Republics to the south.

Subsection (c)—International Development Advisory Board

This subscction amends section 308 of cxisting legislation to permit
members of the International Development Advisory Board to receive
any new standard per diem rate which is higher than $10 per diem.
At the present time members of the IDAD are authorized $10 per
diem in lieu of subsistence and other expenses while engaged in
attendance at meetings of the Board or at conferences called by the
chairman while they arc away from their homes or regular places of
business. It is anticipated that final action may have been taken
by the time the Mutual Security Act of 1955 is enacted to raise the per
diem prescribed in the Standardized Government Travel Regulations.
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StcrioNn 8—-OteER PrROGRAMS

Subsection (a)—President’s special fund

"This subsection amends section 401 which now permits the President
each fiscal year to make special use of up to $150 million of funds
appropriated under authority of other provisions of the act without
regard to the requirements of that act or any other act for which
funds are authorized by that act in furtherance of the purposes of
such acts when he determines that such use is important to the
security of the United States. The amendment reduces the authority
to use other funds for special purposes by $100 million, that is, from
$150 million to $50 million, and instead autliorizes to be appropriated
for use under section 401 a scparate amount of $100 million for fiscal
year 1956.

The separate authorization for $100 million for special purp. s is
needed because the most careful advance planning cannot anticipate
the many contingencies which will arise dyring a 12-month period,
and because the diversion of funds from planned programs to meet
such contingencies causes a wasteful disruption of such planned
programs. ‘This authorization ecarrics out the recommendation of
the Comptroller General of the United States based on his recent
study of the administration of the Foreign Operations Administration.

This subsection also amends the provision in section 401, which
now permits the President to withhold disclosure of the nature of
expenditures under section 401 of amounts up to $50 million, by
maintaining the existing money limit but permitting such authority
to be exercised with respect to any funds authorized under the act.

Sutsection (b)—Surplus agricultural commodities

Existing law requires that not less than $350 million of the funds
made available pursuant to this act must be used to finance the export
and sale for foreign currencies for surplus agricultural commodities.
This subsection is so worded as to add $250 million to this, making
the total $600 million, including last year’s authorization. This means
that $600 million of fiscal 1955 and 1956 funds must be used only to
finance surplus agricultural commoditics. Present indications are
that more than $350 million of fiscal 1955 funds will be used for this
purpose. As a consequencoe, it is probable that less than $250 million
will be used in this manner in fiscal 1956.

This constitutes a reduction of $100 million below last vear’s require-
ment and $50 million below the requirement of the Senate bill.  The
committee’s action is based on its belief that since much less eco-
nomic aid is provided to Europe under the present bill, where the
principal markets for agricultural products are located, it will not be
possible to use a larger quantity of such products in the aid program.

Subsection (c)—Joint control areas

This subsection amends section 403, which relates to joint control
aress, so as to assure that assistance may be furnished in the future
under that section to any arca over which the United States had joint
control responsibilities as of the date of enactment of the Mutual Secu-
rity Act of 1954 (August 26, 1954), regardless of whether the oceupa-
tion status of those arcas continues. When the act was originally
passed the United States had such responsibilities in Austria, Berlin,
the Federal Republic of Germany, and Trieste. The subsection also
authorizes & new appropriation for fiscal year 1956 for the purposes of
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this section; the new funds are intended primarily for Berlin and for a
small technical exchange program in Austria and the Federal Republic
of Germany.

Subsection (d)—>Migrants, refugees, and escapees

This subsection deals with three related, but different programs
concerning migrants, refugees, and eseapees. :

Paragraph (1) changes the heading to section 405 of present law to
conform to the revised scope of the section to include escapees.

Paragraph (2) of the Senate version would authorize an appropria~
tion, available for obligation during fiscal year 1956, for contributions
to cover the United States share of the calendar year 1956 program,
including contingencies, of the Intergovernmental Committce for
European Migration (ICEM). The purpose of that committee, which
is composed of 24 nations, is to increase the movement of migrants,
including refugecs and escapces, from overpopulated countries in
Europe to countries which can absorb increased populations. Since
a continuing authorization for this purpose was approved last year,
the committec deleted this provision as unneccssary. This is no
reflection on the program of ICEM and the necessity for the funds
requested.

Paragraph (2), as amended by the committee, authorizes an appro-
priation of $1,400,000, available for obligation during fiscal year 1956,
for contributions for the calendar year 1955 program of the United
Nations Refugee Fund (UNREF). This program is designed to find
permanent solutions for the problems of refugees originating for the
most part from World War II and its aftermath who still remain an
economic drain on the frec countries of Western Europe, and to permit
emergency assistance for the most needy cases. An authorization for
this purpose was approved last year but no appropriation was made.

UNREF is a 4-year fund to be financed by voluntary contributions
that was authorized by the United Nations General Assembly in reso-
lution 832 (IX) of October 21, 1954. The purpose of the fund is to
enable the United Nations High Commissioner for Refugees to under-
take a program of permanent solutions of the problems of those refu-
gees originating for the most part from World War II and its after-
math who, 10 years after the war, still remain an economic drain on
the free countries of Western Europe, and to permit emergency assist-
ance for the most needy cases, This fund represents a final effort on
the part of the United Nations to assist in finding solutions for the
most difficult cases, and was supported by the United States with this
understanding. The countries of residence, it is understood, will as-
sume full financial responsibility should any of the refugees within the
scopedof the program still require assistance at the end of the 4-year
pertod.

The amount of $1,400,000 represents one-third of the $4,200,000
required from all countries for the first year’s operation of the 4-year
program, estimated to cost a total of $16 million. It is further pro-
posed that payment of the United States contribution be limited to
approximately one-third of total government contributions paid into
the contral account. of UNREF.

Paragraph (3), as amended by the committee, adds to section 405
of the Mutual Security Act of 1954 a new subsection (d) which would
authorize an appropriation of $6 million for fiscal year 1956 for con-
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tinuation of the escapee program which has been undertaken under
section 401 of the act; these funds would be available for the types of
activities, such as reception, interim care and maintenance, and
resettlement assistance, which have been carried out in the past undor
the various provisions of section 401. In the past funds have been
included in appropriations for military assistance and then have been
transferred under section 401 for the escapec program. A separate
ssuthorization is now provided for programed requiremerts which it is
feasible to identify and authorize separately. The military assistance
suthorization for this year accordingly does not contain an amount
programed for the escapee program activities covered in the new
subsection.

Subsection (e)—Children’s welfare

This subsection authorizes an appropriation for the fiscal year 1956
of $14,500,000 for United States contributions to the United Nations
Shildren’s Fund. Of this amouat, $4,800,000 is intended to complete
payment of United States contributions for calendar year 1955, for
which appropriations have not yet been made, bringing the total
TTnited States contribution for the current calendar year to $9 million.
The balance, $9.7 million, is for the entire calendar year 1956. Because
the United Nations fiscal year begins on January 1 instead of July 1,
it is difficult for the program to be planned for maximum effectiveness
unless the United States is in a position to make a full year’s pledge
at the time the other countries are making their pledges. If the pro-
posed appropriation authorized is passed for the full 18-month con-
tribution, it will be possible in the future to request only the funds
required for a 12-month calendar year programing period.

The committee notes with satisfaction that UNICEF aid no longer
omphasizes the emergency “handout” type of assistance prevalent in
the carly days of the program. On the contrary, present UNICEF
activitics concentrate on permanently improving rather than tempo-
rarily relieving child health conditions, and are designed to provide
an initial impetus to programs which assisted countries will eventually
carry on by themselves.

The following summary table of Government contributions (in mil-
lions of dollars) to the central account of UNICEF illustrates the
progressive reduction in the percentage of the United States contri-
bution and the steady increase in contributions from other govern-
ments for the past several years:

. Other gov- f -
United States United States
Calendar year program contribution el}g{%ﬁq‘o?sn' percentage
B2 - oo e e mmm e mm e mmmm i m $6.7 $2.7 71
1953 oo 9.8 4.6 68
(954 .o aee 8.3 5.3 61
1955 (proposed) . ___ g(; igg gg .

1956 {proposed) - .- oo anue--

1 Estimated.

The United States contribution has been approximately 33% percent
of all contributions, including contributions made by governments for
the benefit of persons located within territories under their control.
Those local cost contributions have shown an increase from $23.6 mil-
lion to $32.5 million over the 3-year period from 1952 through 1954.

L L L e
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In 1954 the United States cantribution was 18 percent of all contribu-
tions, including the local matching contributions.

Subsection (f)—Palestine refugees in the Near East

This subsection authorizes an appropriation of $65 million for fiscal
year 1956 for contributions to the United Nations Relief and Works
Agency (UNRWA) for Palestine refugecs in the Near East. 'The
existing authority in section 407 of the Mutual Security Act of 1954,
under which the President may spend any funds made available under
that section through any other agency he may designate if he deter-
mines that this would more effectively contribute to the relief, reha-
bilitation, and rescttlement of Palestine refugees in the Near Fast,
would be applicable to the new funds as in the past,

Seven years ago, as a result of the Palestine conflict, nearly a million
Arabs left their homes in what is now Israel. For reasons which re-
main points of bitter dispute, they sought shelter in the remainder of
Palestine and the four neighboring Arab States—some of which were
already overpopulated and all of which faced serious problems of un-
employment and low living standards. Their places have been taken
by close to a million Jewish people. The Arab refugees have not been
compensated for their property. Some of the refugees returned to
Isracl, and others found employment in Arab countries, However,
887,000 refugees are today recciving rations from the United Nations
Relief and Works Agency.

Approximately 486,000 are in Jordan, where they comprise well
over one-third of the population. Another 212,000 are in the Gaza
Strip, a coastal arca now under Egyptian military government,
which supported 70,000 people when it was part of the Palestine man-
date. Some 101,636 are in Lebanon and 86,191 are in Syria. Cen-
erally speaking, they are restless and bitter. Continuation of a rolief
program is considered essential to prevent complete catastrophe.

The relief program.—Insofar as the welfare of the refugees is con-
cerned, 834,000 daily rations of about 1,600 calories are being dis-
tributed among a total of 887,000 refugees as of June 30, 1954, no
significant change having occurred in this total for the past 3 years.
The cost of this ration is about $3 per ration per annum. It is con-
sidered just adequate for the requirements of the refugee group, and
more often than not UNRWA is criticized by obscrvers from abroad
for not providing enough.  Many of the refugees, however, are ablo to
supplement their rations by occasional work available to them. Any
significant increase in rations may result in some cases in placing a
premium on idlencss, and in other cases in creating a willingness to
work at cut-rate wages, thus intensifying the already scrious pressure
of refugec labor in the local labor market and resulting in still further
hardship on the settled population, particularly in Jordan and in
Lebanon. Serious social problems have arisen because of the compe-
tition of refugee labor in these countries.

Rehabililation program.—Substantia) progress has been made in two
major projects for which funds have been reserved in prior years,
Engineering examination of the project in Sinai is well advanced, «nd
the possible outlines of the und ertaking are now becoming clear. ‘i hig
project is estimated to involve the irrigation of 50,000 acres, to provide
a living for 70,000 or 80,000 refugees, and may cost as much as $50
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million. It involves increasing the capacity of the present sweet-
water canal which leads from the Nile to the Suez Canal; a siphon to
convey water under the canal; a pumping operation to raise the waters
a few moters to an appropriate hoight to permit gravity flows to agri-
cultural lands; land-reclamation operations similar to those practiced
in the Nile Valley; establishment of farms and necessary community
centers. Much of the work can be done by the refugees themselves,
thus reducing the relief burden in Gaza.

UNRWA has financed several smaller resettlement programs and
is also devoting rehabilitation funds to education and training. The
cducational program now affects no fower than 154,000 refugecs or
17 percent of the total refugee population. The cost of this progran:,
including elementary and vocational training and a certain amount
of advance study, was $2.5 million in fiscal year 1954, charged to
rohabilitation funds. It is intended to expand the educational
program.

United Nations Relief and Works Agency—Comparative summary of receipts and

obligations
[In thousands of dollars]
Program
Fiscal year | Flscal year %i;‘;(gfo,ssgr .
1954 1955 s 4
Tlecelpts:
Working eapital. oo oocooocomcmmmmensmommooo oo 45,200 39, 600 30, 000
Contributions and miscellaneous receipts:
United States contribution. ... . . ooo-acvmmumcomenn- 15,000 16, 700 85, 000
Other contribUbionS oo o nocamanes commem e 8, 600 8, 500 30, 400
TTOLAY . oo e mmmmmmmmmmmmmmwn o smmmm oo oo 68, 800 61, 800 125, 400
Obligations and expenditures: -
Relief 23,900 125,100 27, 800
Reintegrationt. ... 5,300 19,700 77, 600
‘Working capital_.... 39, 600 30, 000 20, 000

QAL - ooeee oo mmemmmm  smm s mam e mn o mmm oo nno 68, 800 64, 800 | 125, 400

1 Estimatod.

United States contribution to NATO civilian expenses

This subscction of the Senate bill would authorize $3.7 million for
the United States contribution to the civilian expenses of the North
Atlantic Treaty Organization. Of this amount, $1,225,000 is for the

expenses of the international secretariat serving the North Atlantic
Council and $2,475,000 is for construction of a new, permanent
NATO headquarters building.

As in the case of ICEM, the committee deleted this provision as
unnecessary, since a_continuing authorization is contained in existing
law. 'This action, likewise, is no reflection on the need for the re-

quested funds.

Subsection (g)—Ocean freight charges

This subsection amends section 409 of the mutual security legisla-
tion which provides for the payment of ocean freight charges on ship-
ments by United States voluntary nonprofit relief agencies and
authorizes the use of any funds made available under the act to pay

ummmm mw-mmm-l-m [ L L
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ocean freight charges on shipments surplus agricultural commodities
made available pursuant to United States legislation for the disposal
abroad of United States agricultural surpluses.

The new sentence added at the end of subsection (¢) of section 409
authorizes the appropriation of $2 million for fiscal year 1956 to con-
tinue the normal program of financing ocean freight charges on ship-
ments of relief supplics by approved United States voluntary nonprofit
relief agencies. Approved agencies arc those registered with the
Advisory Committee on Voluntary Foreign Aid and the American
Red Cross. These private agencies draw their principal support from
voluntary donations of the American people both in cash and in kind.
Tt has boen conservatively estimated that their combined constituen-
cies comprise 75 percent of the American people. The program is
typically American, representing, as it does, a material expression of
good will by our citizens for their less fortunate friends abroad.

Supplies valued at $23,250,000 will have been shipped and dis~
tributed this year at a cost to the Government of $1.5 million. 1t is
readily seen, therefore, that in terms of the value of the goods delivered,
the cash outlay on the Government’s side is multiplied 15% times.
These goods include specifically food, clothing, medical and hospital
supplics, school supplies, handtools for trades and agriculture, and
other sclf-help supplies. Much of these goods are donated in kind
without any cash contribution to cover delivery costs. Hence, the
value to the agencies of ocean freight support, without which the
program could not go forward at its present level. The increase in
the amount requested this year as against last is principally to take
care of substantially increased shipments of goods to South Vietnam.
The voluntary agencies are gearing their programs to service the in-
creased nceds occasioned by the mass movement of refugees from
North Vietnam. .

The program represents a three-way cooperative arrangement
between the American voluntary agencies, the United States Govern-
ment, and the forcign governments, with each contributing materially
to its success. Under regulations which have been established for
the program, all goods are adequately marked to identify their United
States origin. These markings bear the FOA cmblem and the word-
ing “Gift of the American People-——Ocean Freight Paid by the United
States Government.” Additionally, each agency must maintain in
the recipient countries United States citizen representatives to super-
vise distribution and to insure that the supplies reach the persons
for whom they are intended.

The amended subsection (d) continues the existing authority to
utilize other funds appropriated under authority of other provisions
of the act for ocean freight charges on surplus agricultural commodity
shipments and, for the first time, authorizes a separate appropriation
of $13 million for fiscal year 1956 to pay such charges. This new
separate appropriations authorization is planned partially to meet
requirements for such shipments as those under title II of the Agricul-
tural Trade Development and Assistance Act of 1954 (Public Law
480, 83d Cong.) (which authorizes shipments of up to $300 1nillion
worth of surplus agricultural commodities held by the Commodity
Credit Corporation over a 3-year period to mect famine and other
needs of friendly nations), and title III of that act (which allows
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certain surplus agricultural commodities to be made available to
United States voluntary nonprofit relief agencies for distribution to
needy people abroad).

Subsection (h)—Control Act expenses

This subsection amends section 410, which authorizes appropriation
for carrying out the objectives of the Mutual Defense Assistance
Control Act of 1951 (Battle Act), by authorizing for fiscal year 1956
an appropriation of $1,175,000 for this purpose. This same amount
was appropriated for fiscal year 1955. The funds requested will pro-
vide for staff and coordination activities of the Battle Act and will
supplement. the regular appropriations of other executive agencies
with responsibilities under the act, such as the Departments of
Defense and Commerce.

Subsection (i)—Administrative and other expenses

Faragraph (1).—This paragraph amends the title of section 411
of the act, which authorizes the appropriation for administrative
expenses and empowers the Director to waive laws and regulations
regarding the expenditure of Government funds in certain instances,
;,olconform to other changes made in that section which are described
selow,

Faragraph (2)—This paragraph authorizes $35,225,000 for admin-
istrative expenses of all parts of the program except military assist-
ance and direct forces support. The current year's appropriation is
$32,500,000, but this sum includes the administrative costs for direct
forces support. It is anticipated that decreascs in the European
missions will be offset by larger programs in the underdeveloped
countries of the Far Kast, the Near East, and Latin America. he
largest single increase of $900,000 is for the expenses of administering
the Korean program, most of which administrative costs have pre-
viously been charged to the Department of Defense.

The administration expects that the proposed transfer of the For-
eign Operations Administration to the Department of State as the
International Cooperation Administration will have no major effect
on administrative requirements.

Paragraph (8).—This paragraph restores, in almost identical lan-
guage, the provisions of section 114 (b) of the Economic Cooperation
Act of 1948 which permitted the Administrator, with respect to
certain expenses of oversecas personnel (other than compensation) and
with respect to certain other expenses paid for out of either adminis-
trative or program funds, to waive such laws and regulations rezarding
the obligation and expenditure of Government funds as he deemed
riecessary to accomplish the purposes of the act.

This waiver authority, contained in section 411 (b) of the act, has
been in eflect since the inception of the mutual security program,
except that for fiscal year 1955, through inadvertence in drafting, it
was coupled with the authorization for administrative expenses, thus
Limiting its use to funds appropriated for that purpose. N othing in
the legislative history of section 411 (b) supports a conclusion that
either Congress or the executive branch intended this result. Since
overseas personnel of the Foreign Operations Administration are paid
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out of either administrative or program funds, depending on the
functions they perform, the present waiver authority as to unusual
expenditures for administrative personnel and administrative pur-
poses is, by the amended language, made applicable to unusual
expenditures for program personnel and operational purposes.

For example, the Director may now wajve certain laws and regula-
tions with respect to emergency hospital care or housing for adminis-
trative employces working in. a faraway mission. He should have
the same authority with respect to program employees working at
the same mission. By inserting subsection (c) as a scparate subsec-
tion of section 411, and by inserting the word “operating’’ before.
“purposes”’ in the body of the subscction, the amended language
roflects what had been, prior to fiscal year 1955, the accepted and
understood practice.

Subsection (7)

President’s Fund for Asian Development.—The first part of this sub-
section authorizes an appropriation of $200 million for the “Presi-
dent’s Fund for Asian Development.” The fund is available for obli-

ation until June 30, 1958. The committee calls attention to two
imitations placed upon the use of this fund: (1) Not less than 50
percent of the appropriations made to the fund shall be available on
a loan basis; and (2) not more than 25 percent may be allocated to
any one nation. The President is required to report semiannnally to
Congress on the use of the fund.

‘As indicated in the language of the section, the purpose of the fund
is to contribute to—
an expanding econormic growth of the free Asia area pased upon self-help and
mutual cooperation and full utilization of already existing resources and knowledge.
The absence of these factors together with a scarcity of local capital
and of outside private capital are among the most distinctive features
of the Asian economy.

This emphasis upon a regional approach to the area’s development
complements the strictly bilateral programs we have with many of
the countries of free Asia. By stimulating greater cconomic and
political unity in the area and by providing the incentive for the plan-
ning and development of projects of long-term value to the region, as
well as the individual countries, it 1s intended to supplement programs
concerned only with military objectives. The fund will also be con-
crete evidence that the United States is concerned about the serious
economic difficulties confronting thosc countries, difficulties which in
many of those countrics are compounded by their defense programs.

The money would be allocated to a particular country on a loan or
grant basis for projects whose impact would extend beyond that
country. Projects for river development, transportation, communi-
cations, trade, and training centers could be financed in part from the
fund. Administered with a combination of prudence andp imagination,
it can provide the initial stimulus that would strengtben the coun-
tries of freec Asia. It should be noted that the committee inserted
a qualification limiting the fund’s availability to friendly govermnents
and organizations.
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World Health Orgamnization.—This subsection removes the existin
$3 million limitation on the amount which may be appropriateg
annually for United States contributions and provides in lieu thereof
that United States contributions shall not exceed 334 percent of total
assessments on active members, this new limitation to be cffective for
each fiscal year of the organization after 1958.

When the United Statos by congressional action joined the World
Health Organization in 1948, its share of the Organization’s budget
was approximately 40 percent. As the Organization has matured,
its work and its budget, have cxpanded in an orderly way. At the
same time, under the urging of United States delegates, our share
Percentagewise of its budget, has been decreased.

The assessment on the United States for the calendar year 1955 is
$3,349,790, or 36.76 percent of the operating budget. For 1956 it
will be $3,410,040, or 35.90 percent. The subscction will permit the
exscutive branch to request appropriation of funds to pay in full the
1955 assessment and future years’ assessments, while at the same
time protecting the United States by limiting the maximum percent-
age share to be borne by this country.

On paper, the United States is st present assessed only 33% percent
of the total amount assessed on all members of WHO, but those mem-
bers include nine Soviet and satellite countries which for several years
have taken no part in the activities of the Organization and have not
paid their contributions. This situation has not been a satisfactory
one. The committee therefore notes with approval that the World
Health Assembly at its meeting in Mexico City in May of this year
accepted the principle that the United States share should not exceed
33} percent of the assessments on active members, and further decided
that the United States share would be reduced in 4 equal steps from
its present level of 36.76 percent to 33% percent by 1959. This reduc-
tion for the United States results in substantial bercentage increases
for most of the other members of the Organization.

The World Health Organization has decisively proved its worth
in the 7 years of its existence. It represents a cooperative effort of
more than 70 countries to raise levels of health throughout the world
by combating the spread of epidemic diseases and by strengthening
public-health services particularly in underdeveloped countries so that
the latter will be better able to moet their own health needs and
strengthen their economies with a minimum of outside assistance.

Joint Commission on Rural Development —Greater participation by
the peoples of the less developed countries in our bilateral assistance
programs has always been one of our primary objectives. One tested
method of achieving this objective has been the Joint Commission on
Rural Reconstruction in China. Rirst established on the mainland,
it moved to Formosa when the Communists overran China. Through
joint planning and operations in agriculture and other fields of activi-
ties that intimately touch the masses of people, it has provided that
spark of grassroots enthusiasm thsat is essential if the program is to
succeed. The Philippine Governiment is engaged in an extensive
program of rural development. Tt has studied the work of the Joing
Commission on Rural Reconstruction on Formosa and has expressed
a desire to proceed in a similar way in the Philippines. This section
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provides the necessary authority to establish a joint organization. - I't
does not add any money to the bill; rather it permits the use of not
more than 10 percent of the money programed for the Philippines to
be used for the work of the Commission. The money that is pro-
gramed may be (1) in United States dollars, (2) Philippine currency
derived as a result of assistance provided under this wct or any other
act, or (3) a combination of such dollars and Philippine currency.

SKECTION 9~ GENERAL PROVISIONS

Subsecction (a) in the draft bill submitted by the executive branch
and in the bill as it passed the Senate included a minor technical
amendment to seetion 501 of the Mutual Security Act of 1954 which
authorizes the transfer of funds. Afier a review of this language, the
executive branch decided that the proposed amendment was un-
necessary.

It is the understanding of the committee that the language of sec-
tion 501 as it stands in the Mutual Security Act of 1954 authorizes the
handling of carryover funds in respeet to transfers in the same manner
as has always been the case under previous mutual-security legislation.

Tor this reason this subsection has becn climinated from the bill.

Subsection (a)—-Use of foreign currency

This subsection amends section 502 (b) of existing law, which
authorizes the use of local currencies owned by the United States for
appropriate committees of Congress for their local currency expenses,
to include the Joint Committee on Atomic Energy and the Joint Com-
mittee on the Economic Report. Both these committees have respon-
sibilities and interests outside the United States but do not carry out
their duties under section 136 of the Legislative Reorganization Act
of 1946, as amended. The proposed amendment, therefore, makes
clear to these committees that they may use local currencies for their
expenses in foreign countries.

Subsection (b)——Termination of assistance

This subsection repeals scetion 503 (b) of the Mutual Security Act
of 1954 and designates subsection (¢) as (b). This amendment elim-
inates the special termination provision which now applies to develop-
ment assistance authorized by title 1I of the act and which would
have required the liquidation of functions under that title after
June 30, 1955.

Subsection (c)—Loan assistarnce and sales

Paragraph (1).—This paragraph amends the title of section 505 of
the act, which relates to assistance under the mutual security program
to be provided in the form of loans, to conform to the change made in
that section which is described below.

Paragraph (2)—This paragraph amends section 505 of the act to
permit the President, where it would be to the advantage of the
United States, and in lieu of furnishing assistance directly to a country,
to finance the export of commodities to one country in return for goods
and services of that country which may be required for the asgistance
program. In other words, commodities bought with mutual security
appropriations could be sold for local currency to the first country

*4304-—55- 6
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and the local currency generated could be used for the benefit of
programs in other countries without a second charge to the mutual
security appropriation for the transaction., Such a second charge
would otherwise be required by section 1415 of the Supplemental
Appropriation Act, 1953. The proposed amendment is consistent
with the authority already provided by the Congress in section 240
of the act, which authorizes the disposal of surplus agricultural
commoditics.

In effect, this amendment permits handling local currencies derived
from the sale of commodities other than surplus agrizultural products
in the same manner as such currencies obtained in agricultural trans-
actions are administered. It is anticipated that this provision will
facilitate the supplying of coal in providing assistance to certain
countries.

Subsection (d)-—Shipping on United States vessels

This subsection adds a sentence at the end of section 509 of the
Mutual Security Act, which section requires that not less than 50
percent of the gross tonnage of commodities, materials, and equip-
ment procured under certain scetions of the act be transported on
United States-flag commercial vessels, so as to exempt the provisions
of cargo preference legislation, in particular Public Law 664, 83d
Congress, from shipments between foreign countries of commodities
procured with foreign currencies. Although the provisions of section
509 of the act do not impose such a requirement, Public Law 664
has been interpreted to require that not less than 50 percent of the
commodities procured in one foreign country with local currency
sules proceeds from the sale of surplus agricultural commodities and
which are to be shipped to other foreign countries as part of the
mutual security program, must be shipped on United States-flag
commercial vessels, Testimony was given to the committee that,
because of the application of the cargo preference legislation to such
transactions between foreign countries, the sale of surplus agrienltural
commodities has been severely hampered.

Because the application of such legislation has also interfered with
shipment of surplus agricultural commodities from the United States,
the committee added an amendment to the Senate bill amending
section 509 of existing mutual security legislation so as to exclude
such commodities from the operation of the 50-percent shipping
requirement.

SECTION 10—ORGANIZATION AND ADMINISTRATION

Subsection (a)—End items

The Mutual Security Act (sec. 524 (a)) is supposed to refer to “‘the
supervision of end-item use.” In the course of editing last year’s bill
the words were changed to “end items used.” This amendment re-
stores the correct language which dates back to the Mutual Security
Act of 1951. '

Subsection (b)-—Authority to reorganize
"This subscction amends, in the first clause, the second sentence of
seetion 525 of the act to clarify the authority of the President, after
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June-30, 1955, to transfer to any agency or officer of the United States,
or to modify or abolish any function, office, or entity of the Foreign
Operations Administration which may have been transferred to an-
other agency on or hefore June 30, 1955.

The second clause of the proposed amendment provides that the
authority conferred on the President by the second sentence of section
525 shaﬁ’ be exercised only in accordance with applicable rules and
regulations relating to civil service and veterans’ preference.

Subsection (c)—Foreign Service officers

This subsection authorizes a technical amendment to section 526 of
the Mutual Security Act of 1954, which authorizes special missions and
staffs and provides for the appointment by the President of chiefs and
deputy chiefs of such missions or stafls. The amendment would
clarify the authority of the President to appoint Foreign Service
officers to such positions without prejudice to the career status of
persons so appointed. The amendment confirms the applicability to
Foreign Service officers who accept such appointments of the pro-
visions of section 571 of the Foreign Service Act of 1946, as amended.
Under these provisions such Foreign Service officers would, for
instance, receive for the duration of their assignment as mission
chiefs or deputy mission chicfs the pay and other benefits which
normally accerue to these positions.

Subsection (d)— Travel allowances

This subscction amends section 530 (a), which provides for the em-~
ployment of experts and consultants to perform functions under the
act, to authorize payment of per diem in lieu of subsistence to cxperts
and consultants on travel status at the rate prescribed in the Stand-
ardized Government Travel Regulations when that rate exceeds $10.
As was mentioned previously in connection with section 7 (¢), which
involves a similar amendmeunt, legislation has been proposed which
would raise the standard Government per diem rate above $10. This
amendment will permit payment of that new rate to experts and
consultants,

Subsection (e)-—LReports

This subsection adds to the reports which the President is required
to submit to Congress as to the operation of the Mutual Security Act
a report on the use of the President’s Fund for Asian Economic Devel-
opment. It is intended that the report will contain not only precise
information on past expenditures and obligations but also, to the
extent that the national interest permits, plans and projections for
future obligation and expenditure.

SECTION 11—REPEAL AND MISCELLANEOUS PROVISIONS

Subsection (@)

Customs exemption (sec. 544 (¢)).—The first paragraph adds a new
subsection (¢) to section 544 of the act (relating to amendments to
other laws) to make permanent the present temporary authority under
which Government personnel assigned abroad may, upon their return
to the United States, bring into the United States, without payment of
import, duty or tax, personal and household effects which they have
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acquired to meet their needs during their assignments abroad.: ~This
exemption was first provided for in the act of June 27, 1942, which
specified that the exemption from duty would apply to personal and
household effects entering the United States under Government orders
during the period from December 8, 1941, to the day following the
proclamation of peace by the President. The act of April 4, 1953
(67 Stat. 22), extended the exemption through June 30, 1955. The
proposed amendment extends the exemption for another year. The
amendment will continue an important benefit for persons serving
abroad not only in the mutual security program but also in the other
overseas activities of the Government.

H. R. 5560 is now under consideration by the House Ways and
Means Committee. It is expected that this bill will contain provisions
dealing with this matter based on & ecareful study of all its aspects by
the committee which has responsibility for this type of legislation.
The purpose of including this provision in the mutual security legis-
lation is to attempt to assure that this exemption, important to this
grogram as well as other Government operations, does not expire
fune 30.

Shipping surplus agricultural products (sec. 544 (d))—This sub-
section amends Public Law 480, the Agricultural Trade Development
and Assistance Act of 1954, by authorizing the President to disregard
the requirement contained 1a section 901 (b) of the Merchant Marine
Act of 1936 which requires that 50 percent of the tonnage of agricul-
tural commodities exported under the afore-mentioned act must be
shipped on United States-flag vessels. The President is also author-
ized to disregard similar provisioas of any other laws.

The committee believes that the imposition of the 50 percent
shipping requirement has seriously impeded the export of United
States surplus agricultural commodities to the detriment of United
States agriculture as well as the mutual security program. The
lifting of these restrictions should result in a substantial increase in
consumption of United States farm products abroad. '

Subsection (b)

Unexpended balances (sec. 548).-—This adds a new section 548 which
provides for the carryover of unexpended balances to the same extent
as in previous authorizing legislation. It adopts a technique pre-
viously used in the mutual security legislation of a single carryover pro-
vision instead of substantially repctitive provisions in cach authorizing
paragraph. Since the fiscal year 1956 authorizing legislation makes a
few shifts in categories of aid, the new section provides that unex-
pended balances which are carried over continue available for the gen-
eral purposes for which appropriated and may be consolidated with
appropriations made available beginning in fiscal year 1956 for the
samo general purposes under the authority of the act. For example, this
section would permit a portion of the funds previously appropriated
under section 121 to be consolidated with funds now authorized under
section 131 and another portion to be consolidated with funds to be
authorized under section 124, ete. The phrase “beginaing in fiscal
year 1056” reflects the fact that some authorizations are for the appro-
priation of no-year funds.

\
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The. proviso limits the carryover of unexpended balances not yet
obligated by June 30, 1955, to a total of $200 million. Each year
since the program began there has always been a large carryover of
unobligated funds. This unobligated carryover each year has ex-
ceeded the amount that was estimated by the executive branch as
anticipated at the time the request for authorization was under con-
sideration by the committee. :

The committee was informed in the basic material submitted at
the beginning of the prescntation that the estimated unobligated
and unreserved balance expected Junc 30, 1955, was to be $100
million. On June 13 the committee received information that the
estimated unobligated balances would oxceed the $200 million limit
contained in the Senate bill. The committee received a memo-
randum on June 21, stating that the unobligated carryover of military
funds would be “some $600 million,” an increase of $500 million over
the original estimate.

Rather than rework its authorizations at so late a date in recogni-
tion of this increased availability of funds for commitment in 1956,
the committee decided to retain the $200 million limitation in the
Senate bill which apparently will bring the 1956 funds more nearly
into line with the original estimates.

Statement of congressional policy (sec. §49).—As amended by the
committee, this section contains a proposed amendment adding two
new subscctions (sec..549 (a) and (b)) on congressional policy.

Subsection (a) states the congressional policy that those nations of
Western Europe that have been assisted in their economic recovery
and rehabilitation through mutual security programs and thus have
been able to regain their military strength, should in the future share
to a greater extent the financial burden of providing aid to those other
friendly nations of the world who nced assistance in order to contribute
to the security of the freec world.

The concept of mutuality ingrained in the mutual security program
does not require the United States to continue to shoulder the major
portion of free-world responsibility. 'The nations of Western Europe
are to be commended for their rapid recovery and rehabilitation, due
in part to economic and other forms of assistance by the United
States, and in part to their own determination, sacrifices, and efforts.
Thus, they are in position to assume a greater share of the burden of
financial aid to the free world which, up to now, has been borne in
large measure by the United States. This greater sharing of the bur-
den would carry the mutual security program to its logical conclusion,
that is, to help nations to help themselves so that they might in turn
help other nations of the {ree world who require such assistance.

Subsection (h) states the congressional policy that mutual sceurity
assistance shall be administered so as to assist other peoples in their
efforts to free themselves from colonialism or other forms of domina-
tion under circumstances enabling them to assume an equal station
among the free nations of the world. This is in keeping with the
history of our Nation and the principles we have constantly
proclaimed.
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BECTION 12—CONGRESSIONAL POLICY ON THE COMMUNIST REGIME IN
CHINA

The final section of the bill, added by the committee, reaffirms and
restates congressional policy, as expressed in section 101 of the Mutual
Security Act of 1954, against the recoguition of the Communist
regime in China to represent China in the United Nations. The
Communist regime in China has consistently demonstrated its
unwillingness to fulfill the obligations contained in the Charter of the
United Nations. 1t would be inconsistent with, and indeed in viola-
tion of, the principles of the Charter to admit the Chinese Red regime
to represent. Ching in the United Nations.

At the very time that the 10th anniversary of the United Nations is
being celebrated in San Francisco and while other top-level conferences
and conversations are being held on major problems affecting the peace
and security of the world, 1t is highly important to reassure our friends
in free Asia that the United States has no intention of relaxing its
policy in secking a solution to those problems. At the same time,
1t is equally important to make clear to our allies in other areas of the
world and to the executive branch of our Government the unmistaka-
ble continued conviction of the United States with respect to the
Communist regime in China.

INVESTMENT GUARANTY PROGRAM

The committee has in the past emphasized the importance which
it attaches to the private enterprise provisions .of the mutual security
legislation. It repeats that emphasis here. An cssential role of
private enterprise in mutual security is the investraent guaranty pro-
gram, which is a worldwide program and not restricted to those coun-
tries recciving assistance under this act. Section 413 (b) (4) (G) of
the mutual sceurity law contains the following mandate:

The guaranty program authorized by this paragraph shall be used to the
maximum practicable extent and shall be administered under broad criteria so
as o facilitate and increase the participation of private enterprise in achieving
any of the purposes of this Act.

The committee is not satisfied that “broad criteria’” bave been
applied by the executive branch to the guaranty provisions nor that
the participation of private enterprise is being facilitated or increased
to the maximum extent practicable. From testimony and other evi-
dence before the committee it is clear that the interpretation placed
by the executive branch on the type of investment covered has been
unduly narrow, contrary to the intent of Congress. The committee,
which originally drafted these provisions, states that it has always
been its intent and is now its intent that the executive branch exercise
the 1ttmost imagination and effort to expand the:investment guaranty
prograra beyond this narrow and unintended: concept to include
indirect investments as well as direct investments.

The committee notes with some concern that no guaranty contracts
have been entered irfo covering investment in any Latin American
country, although United States agreements have been negotiated
with several countries in the hemisphere.

—_—
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The committee expects this program to be administered effectively
and with the principle firmly in mind that private enterprise is an
important and permanent arm of, and under, the mutual security
program,

Cranaps v ExistiNg Law

In compliance with clause 3 of rule XIIT of the Rules of the House
of Representatives, changes in existing law made by the bill, as passed
by the Senate, are shown as follows (existing law proposed to be
onitted is enclosed in black brackets, new matter is printed in italics,
existing law in which no change is proposed is shown in roman):

MUTUAL SECURITY ACT OF 1954

Be it enacted by the Senate and House of Representatives of the United
States of America in Congress assembled, That this Act may be cited
as the “Mutual Security Act of 1954"

- TITLE I—MUTUAL DEFENSE ASSISTANCE
CHAPTER 1-—MILITARY AssisTancn

Sec. 101. Pyrrose or Craprer.—The Congress of the United
States reaffirms the policy of the United States to achieve inter-
national peace and security through the United Nations so that.
armed force shall not be used except in the common defense. The
Congress hereby finds that the efforts of the United States and other
nations to promote peace and security require additional measures
of support based upon the principle of continuous and effective solf.
help and mutual aid. It is the purpose of this chapter to authorize
measures in the common defense, including the furnishing of military
assistance to friendly nations and international organizations in order
to promote the foreign policy, security, and general welfare of the
United States and to facilitate the effective participation of such
nations in arrangements for individual and collective self-defense.” In
furnishing such military assistance, it remains the policy of the United
States to continue to exert maximum efforts to achieve universal
control of weapons of mass destruction and universal regulation and
reduction of armaments, including armed forces, under adequate
safeguards to protect complying nations against violation and evasion.

The Congress reaflirms its previous expressions favoring the crea-
tion by the free peoples of the Far Tast and the Pacific of a joint
organization, consistent with the Charter of the United Nations, to
establish a program of self-help and mutual cooperation designed to
develop their economic and social well-being, to safeguard basie rights
and libertics and to protect their security and independence.

The Congress hereby reiterates its opposition to the seating in the
United Nations of the Communist China regime as the representative
of China. In the event of the seating of representatives of the Chinese
Communist regime in the Security Council or General Assembly of
the United Nations, the President 1s requested to inform the Congress
insofar as is compatible with the requirements of national security,
of the implications of this action upon the foreign policy of the United
States and our foreign relationships, including that created by mem-
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bership in the United Nations, together with any recommendations
which he may have with respect to the matter.

Spo. 102. GENErAaL AvrHOoRrTY. —Military assistance may be fur-
nished under this chapter on a grant or loan basis and upon such other
appropriate terms as may be agreed upon, by the procurement from
any source and the transfer to eligible nations and international
organizations of equipment, materials, and services or by the provision
of any service, including the assignment or detail of members of the
Armoad Forces and other personnel of the Department of Defense
solely to assist in an advisory capacity or to perform other duties ofa
noncombatant nature, including military training or advice.

Spe. 103. AurHoRizATIONS.—(a) (1) There is hereby authorized to
be appropriated to the President, in addition to appropriations author-
ized by section 104, not to excoed $1,270,000,000, to carry out the
purpose of this chapter; and, in addition, unexpended balances of
appropriations for military assistance under cach paragraph of the
Mutual Security Appropriation Act, 1954 (including the appropria-
tion for mutual special weapons planning), are here%y authorized to
Le continued available for the purpose of this chapter and to be con-
solidated with the appropriation authorized by this subsection; all
of which is hereby authorized to be continued available through
June 30, 1935.

(2) In addition, there is hereby authorized to be appropriated to the
President to carry out the purposes of this chapler not to excced $1,278,-
000,600, to remain available until expended.

(b) Funds made available pursuant to subsection (a) of this section
shall be available for the administrative and operating expenses of
carrying out the purpose of this chapter including expenses incident
o United States participation ia international security organizations.

[(¢) Funds made available pursuant to subsection (a) of this scc-
tion may be used for the procurement of equipment or materials
outside the United States unless the President determines that such
procurement will result in one or more of the following conditions:

L[(1) Adverse effects upon the economy of the United States,
with special reference to any areas of labor surplus, or upon the
industrial mobilization base, which outweigh the strategic and
logistic advantages to the United States of procurcment abroad;

[(2) Production of such equipment or materials outside the
United States under inadequate safeguards against sabotage or
the release to potential enemies of information detrimental to
the sccurity of the United States;

[(3) Unjustifiable cost in comparison with procurement in the
United States, taking into account transportation costs for de-
livery overseas; and

[(4) Delays in delivery incompatible with United States de-
fense objectives.]

(¢) When appropriations made pursuant to subsection (a) of this
section are used to furnish military assistance on terms of repayment
within ten years or earlier such assistance may be furnished, notwith-
standing sections 108, 141 and 142, to nations eligible to purchase mili-
tary equipment, materials, and services under sectron 106. '

Sec. 104. InFrasTRUCTURE.—(8) The President is authorized to
make contributions to infrastructure programs of the North Atlantic

mmmm—nm R T SRR et SN O
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Treaty Organization, in accordance with agreements already made
between the member nations, out of funds made available ursuant
to this section, or section 103, or chapter IX of the Supplemental
Appropriation Act, 1953, of amounts totaling not more than $780,-
000,000, less amounts already contributed for such purpose. There
is hereby authorized to be appropriated to the President for such
purpose, in installments prior to June 30, 1958, not to exceed $321,-
000,000, to remain available until expended. Such contributions by
the United States shall not exceed its proportionate share, as here-
tofore agreed upon, of the expenses of such programs.

(b). When the President determines that it is in the interest of the
security of the United States to participate in programs for the
acquisition or construction of facilities in foreign nations for collective
defense other than programs of the North At%antic Treaty Organiza-
tion, he may use for such purpose funds made available under section
103 or local currencies made available under section 402 in amounts
totaling not more than $50,000,000. »

(¢) Notwithstanding section 501 of this Act, no funds other than
those referred to in subsections (a) and (b) of this section may be
expended for the purposes of this section. No funds shall be expended
under this section for rental or purchase of land or for payment of
taxes.

Sc. 105. CoNDITIONS APPLICABLE TO MILITARY AssISTANCE. —(a)
Military assistance may be furnished under this chapter to any nation
whose increased ability to defend itself the President shall have deter
mined to be important to the security of the United States and which
1s otherwise eligible to receive such assistance. Equipment and mate-
rials furnished under this chapter shall be made available solely to
maintein the internal security and legitimate self-defense of  the
recipient nation, or to permit it to participate in the defense of its ares,
or in collective security arrangements and measures consistent with the
Charter of the United Nations. The President shall be satisfied that
such equipment and materials will not be used to undertake any act
of aggression against any nation.

(b) In addition to the authority and limitations contained in the
preceding subsection, the following provisions shall apply to particular
areas:

L(1) Inorder to promote an integrated defense of the North Atlantic
area and to support conecrete measures for political federation, mili-
tary integration, and economic unification in Europe, equipment and
materials of the value programed for fiscal years 1954 and 1955 for
nations signing the treaty constituting the Buropean Defense (fom-
munity shall, pending the coming into foree of the treaty, be delivered
only to such of these nations as have ratified the treaty, and have
joined together in or are developing collective defense programs in
a manner _satisfactory to the United States as determined by the
President.]

(1) The Congress welcomes the recent progress in European cooperation
and reaffirms its belief in the necessity of further efforts toward political
Jederation, military integration, and economic unification as @ means of
building strength, establishing security, and preserving peace in the North
Atlantic area. In order to provide further encouragement to such efforts,
the Congress believes it essential that this Act should be so administered
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as 1o support concrete measures to promote greater political federation,
military integration, and economic unification in Europe.

(2) Military assistance furnished to any nation in the [Near East,
Africa, and South Asial Near Iast and Africa to permit it to partici-
pate in the defense of its area shall be furnished only in accordance with
plans and arrangements which shall have been found by the President
%o require the recipient nation to take an important part; therein.
~(3) In furnishing military assistance in [the Far East and the
Pacific] Asia, and in carrying out the provisions of section 121 of
this Act, the President shall give the fullest assistance, as far as pos-
sible directly, to the free peoples in that area, including the Associated
States of Cambodia, Laos, and Vietnam, in their creation of a joint
wrganization, consistent with the Charter of the United Nations, to
westablish a program of sel-help and mutual cooperation designed to
Jevelop their economic and social well-being, to safeguard basic rights
and liberties, and to protect their security and independence.

(4) Military assistance may be furnished to the other American
‘Republics only in accordance with defense plans which shall have
been found by the President to require the recipient nation to partici-
‘pate in missions important to the defense of the Western Hemisphere,

() The Secretary of Defense shall insure that the value (as deter-
mined pursuant to section 545) of equipment, materials, and services
heratofore furnished under military assistance programs suthorized
by Acts repealed by this Act or hereafter furnished pursuant to section
103 (a) to nations or organizations in each of the four areas named
in this subsection shall not exceed the total of the funds heretofore
made available for military assistance in that area pursuant to Acts
repealed by this Act plus the arnount herein specified for that area:

(1) In the European area (excluding Greece and Turkey),
$617,500,000.

(2) In the Near East (including Greece and Turkey) E, Africa, and
South Asia] and Africa, $181,200,000.

(3) In [the Far East and the Pacific] Asia, $583,600,000.

(4) In the Western Hemisphere, $13,000,000.

(d) Whenever the President determines it to be ncecessary for the
purpose of this title, equipment, materials, and serviees of a value
not to exceed 15 per centum of the sum of (1) that portion of the
unexpended balances referred to in section 103 (a) which was available
on June 30, 1954, to furnish assistance in any of the areas named in
subsection (c¢) of this section, and (2) the amount specified in the
applicable paragraph of sabsection (c) of this section for additional
assistance in such area, may be furnished in any other such area or
areas, notwithstanding the limitations set forth in subsection (e¢) of
this section. Funds heretofors obligated or programed or hereafter
made available solely for the purpose of section 104 (pertaining to
infrastructure) shall not be included in the total fixed for cach such
area. IKunds heretofore appropriated for military assistance in &
particular geographic area but transferred from sueh use under section
513 of the Mutual Security Act of 1951, as amended, or under section
408 (¢) of the Mutual Defense Assistance Aect, chall be included in
the total for the area for the benefit of which such transfer was made,
and not in the total for the area from which the transfer weas made.
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Src. 106. SaLe oF Miuitary EqQuirMeNT, MATERIALS, AND SERV-
rces.—(a) The President may, in order to carry out the purposes of
this chapter, sell or enter into contracts (without requirement for
charge to any appropriation or contract authorization) for the pro-
curement for sale of equipment, materials, or services to any nation
or international organization: Provided, That prior to the transfer of
any such equipment, materials, or services to any nation which has
not signed an agreement under section 142 of this Act or joined with
the United States in & regional collective defense arrangement, the
President shall have received commitments satisfactory to him that
such equipmoent, materials, or services are required for and will be
used by such nation solely to maintain its internal security, its legiti-
mate self-defense, or to permit it to participate in the defense of the
area of which it is a part, or in collective security arrangements and
measures consistent with the Charter of the United Nations, and that
it will not undertake any act of aggression against any other state.

(b) Whenever equipment or materials are sold from the stocks of
or services are rendered by any United States Government agency to
any nation or international organization as provided in subsection (a),
such nation or international organization shall first make available
the fair value, as determined by the President, of such equipment,
materials, or services before delivery or, when the President deter-
mines it to be in the best interests of the United States, within sixty
days thereafter or, as determined by the President, within a reasonable
period not to exceed three years. The fair value for the purpose of
this subsection shall not be less than the value as defined in subsection
(h) of section 545: Provided, That with respect to excess equipment
or materials the fair value may not be determined to be less than
(i) the minimum value specified in that subsection plus the scrap value,
or (ii) the market value, if ascertainable, whichever is the greater.
Before a contract for new production is entered into, or rehabﬁitation
work is undertaken, such nation or international organization shall
(A) provide the United States with a dependable undertaking to pay
the full amount of such contract or the cost of such rehabilitation
which will assure the United States against any loss on the contrac¢t or
rehabilitation work, and (B) shall make funds available in such
amounts and at such times as may be necessary to meet the payments
required by the contract or the rehabilitation work in advance of the
time such payments are due, in addition to the estimated amount of
any damages and costs that may acecrue from the cancellation of such
contract or rehabilitation work.

(¢) Sections 105, 141, and 142 shall not apply with respect to assist-
ance furnished under this section.

Sec. 107. Warvers oF Liaw.—(a) The President may perform any
of the functions authorized under this chapter without regard to (1)
the provisions of title 10, United States Code, section 1262 (a), and
title 34, United States Code, section 546 (e); and (2) such provisions
as he may specify of the joint resolution of November 4, 1939 (54
Stat. 4), as amended.

(b) Notwithstanding the provisions of Revised Statutes 1222 (10
U.S. C. 578), personnel of the Department of Defense may be assigned
or detailed to any civil office for the purpose of enabling the President
to furnish assistance under this Act. '
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Sec. 108, TransFeERr oF Minirary EquipMeENT TO JaPaN.-—In addi-
tion to any program of military assistance for which funds may be
appropriated pursuant to this Act, the President is hereby authorized
to transfer to the Government of Japan, until June 30, [1955] 1956,
upon such terms and conditions as he may specify, and upon its
request, United States military equipment and supplies programed for
Japan to meet its internal security requirements for which Department
of Defense appropriations were obligated prior to July 1, 1953. No
appropriation shall be requested to replace the military equipment
and supplies so transferred, and no funds heretofore or hereafter
appropriated for the purpose of this chapter shall be available for
reimbursement to any United States Government agency on account
of any transfer made pursuant to this section.

CoaPTER 2—SOUTHEAST Asia AND THE WESTERN PACIFIC, AND
Direcr Forces SuproRT

Sec. 121. SouTHEAST AsiA AND THE WESTERN Pacivic.—There is
hereby authorized to be appropriated to the President for the fiscal
year 1955, to be made available on such terms and conditions, including
transfer of funds, as he may specify, not to exceed $700,000,000 for
expenses necessary for the support of the forces of nations in the area
of Southeast Asia, including the furnishing, as far as possible, of
direct assistance to the Associated States of Cambodia, Laos, and
Vietnam as well as to the forces of other frec nations in the area includ-
ing those of France located in such Associated States and for other ex-
penditures to accomplish in Southeast Asia and the Western Pacific
the policies and purposes deelared in this Act. In addition, the unex-
pended balances of funds allocated from appropriations made pur-
suant to sections 304 and 540 of the Mutual Security Act of 1951, as
amended, for the purpose of support of the forces of the Associated
States of Cambodia, Laos, and Vietnam and the forces of France
located in the Associated States, are hereby atthorized to be continued
available for the purpose of this section through June 30, 1955, and
to be consolidated with the appropriation authorized by this section.
Assistance under this section shall be made available subject to the
provisions of sections 141 and 142, except that (1) in the case of assist-
ance to the Associated States of Cambodia, Laos, and Vietnam, and
(2) in the case of assistance (not to exceed in the aggregate 10 per
centum of the amount appropriated pursuant to this section, excluding
unexpended balances of prior appropriations) to other nations, the
President may waive specific provisions of section 142 to the extent
he may deem necessary in the national interest to carry out the pur-
poses of this Act. The President or such officer as he may designate
shall report each instance of such waiver to' the Foreign Relations,
Appropriations, and Armed Services Committees of the Senate and the
Foreign Affairs, Appropriations, and Armed Services Committees of
the House of Representatives within thirty days.

It is the sense of the Clongress that no part of the funds appropri-
ated under this section shall be used on behalf of governments which
are committed by treaty to maintain Communist rule over any defined
territory of Asia. b

Skc. 122. PropuctioN ror Forcrs SurrorT.—There is hereby
authorized to be appropriated to the President for the fiscal year
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1955, to be made available on such terms and conditions, including
transfer of funds, as he may specify, not to exceed $35,000,000 for
manufacture in the United Kingdom of military aircraft required by
United Kingdom forces for the defense of the North Atlantic area.
In addition, unexpended balances of appropristions made pursuant to
section 102 of the Mutual Security Aet of 1951, as amended, are
hereby authorized to be continued available for their original pur-
poses through June 30, 1955, and the unexpended balance of the appro-
priationmade pursuant to the second clause of that section is authorized
to be consolidated with the appropriation authorized by this section.

Sec. 123. Common Use Items.—There is hereby authorized to be
appropriated to the President for the fiscal year 1955 not to exceed
$60,000,000 for the provision of any common-use equipment, materi-
als, commodities, or services which are to be used by military forces
of nations receiving assistance under chapter 1 of this title. Programs
authorized by this section shall be administered in accordance with
the provisions of chapter 1 or chapter 3 of this title.

Szc. 124. Drreer Forces Supporr.—There is hereby authorized to be
appropriated to the President for the fiscal year 1956 not fo exceed
$317,200,000 to provide assistance in the Zform of direct forces support
10 be delivered or rendered directly to the military forces of nations eligible
Jor military assistunce under chapier 1 of this title. The President may,
notwithstanding the provisions of section 601, consolidate all or any part
of appropriations made pursuant to this section with appropriations
made pursuant to section 103. Programs authorized by this section may
be administered in accordance with the provisions of chapter 1 or chapier
3 of this title.

CHAPTER 3--DEFENSE SUPPORT

Sge. 131, GengrAL AvurHORITY.—(a) The President is hereby
authorized to furnish, to nations and organizations eligible to receive
military assistance under chapter 1 of this title, or to nations which
have joined with the United States in a regional collective defense
arrangement, commodities, services, and financial and other assistance
designed to sustain and increase military effort. In furnishing such
assistance, the President may provide for the procurement and trans-
fer from any source of any commodity or service (including process-
ing, storing, transporting, marine insurance, and repairing) or any
technical information and assistance.

(b) There is hereby authorized to be appropriated to the President
for the fiscal year 1955 to carry out the provisions of this section, not
to exceed—

(1) $46,000,000 for Europe (excluding Greece and Turkey);

(2) $73,000,000 for the Near Kast (including Greece and Tur-

key), Africa, and South Asia; and

(3) $80,098,195 for the Far East and the Pacific.
In addition, unexpended balances of appropriations heretofore made
pursuant to section 541 of the Mutual Security Act of 1951, as
amended, are hereby authorized to be continued available for the
purpose of this subsection through June 30, 1955, and to be con-
solidated with the appropriation authorized for the same area by
this subsection: Promded. That portions of such unexpended balances
which have been allocated to assistance for Greece and Turkey shall
be consolidated with the appropriation authorized by paragraph (2)
of this subsection.
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(¢) There is hereby authorized to be appropriated to the President for
the fiscal year 1956 to carry out the provisions of this section, not fo exceed—
(1) $70,000,000 for Europe (excluding Greece and Turkey);
(2) $102,5600,000 for the Near East (including Greece and Turkey)
and Africa; and
(3) $827,800,000 for Asia.
Funds made available for assisionce to Korea from appropriations
authorized by this section may be used in accordance with the applicable
provisions of section 132 of thys Act.

(d) In providing assistance in the procurement of commodities in the
Unated States, United States dollars shall be made available for marine
wsurance on such commodities where such insurance is placed on a
competitive basis in accordance with normal trade practice prevailing prior
to the outbreak of World War II: Provided, That in the event a partici-
pating country, by statute, decree, rule, or requlation, discriminates against
any marine insurance company authorized to do business in any State of
the United States, then commodities purchased with funds provided
hereunder and destined for such country shall be insured in the [nited
Siates ayainst marine risk with @ coympany or companies outhorized to do
o marine insurance business in any State of the United States.

Skc. 132. KoreaN Proaram.—-(a) There is hereby authorized to be
appropriated to the President for the fiscal yoar 1955 not to exceed
$205,000,000 to be expended, upon terms and conditions specified by
the President, for defense support, relief and rchabilitation, and other
necessary assistance (including payment of ocean freight charges on
shipments for relief and rehabilitation, without regard to section 409
of this Act) in those parts of Korea which the President shall have
determined to be not under Coramunist control. In addition, unex-
pended balances of funds heretofore allocated for the purpose of relief
and rehabilitation in Korea purs:ant to the paragraph entitled “Relief
snd Rehabilitation in Xorea’’, chapter VII, Supplemental Appropria-
tion Act, 1954, and unobligated balances ol the appropriation for
“Civilian Relief in Korea”, title III, Department of Defense Appro-
priation Act, 1954, are hereby authorized to be continued available
for the purposes of this subsection through June 30, 1955, and to be
consolidated with the appropriation authorized by this subsection.

(b) (1) Notwithstanding the provisions of any other law, the Presi-
dent is authorized, at any time prior to twenty-four months from the
date of enactment of this Act, to transfer to the Republic of Korea,
by sale or charter and on such terms and coaditions as he may specify,
not more than eight C1~-M—~AV1 vessels. Any agency of the United
States Government owning or operating such vessels is authorized
to make such vessels available for the purpose of this subsection:
Provided, 'T'hat if after investigation it is determined by the President
that there are privately owned C1-M~AV1 vessels offered and avail-
able for sale by American citizens as defined in section 2 of the Ship-
ping Act, 1916, as amended, at prices equal to or Jess than those pro-
vided for in subsection (b) (2) below, such vessels shall be acquired
by an owning or operating agency designated by the President for
the purpose of this subsection. Funds made available pursuant to
subsection (a) of this section shall be available for the purpose of this
subsection. :

(2) Such transfers shall be made at prices determined under section
3 of the Merchant Ship Sales Act of 1946 (50 U. 8. C., App. 1736):
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Provided, That such vessels shall be placed in class in accordance with
minimum requirements of the American Bureau of Shipping by the
owning or operating agency, and the cxpense of placing in class shall
be reimbursed to such agency.

(¢) There is hercby authorized to be appropriated for the fiscal year
1955 not to exceed $3,452,615 for making contributions to the United
Nations Korean Reconstruction Agency or expenditure through such
other agency for relief and rehabilitation in Korea as the President
may direct. In addition, the unexpended balance of the appropriation
made pursuant to the last sentence of section 303 (a) of the Mutual
Security Act of 1951, as amended, is hereby authorized to be continued
available for the purpose of this subsection through June 30, 1955,
and to be consolidated with the appropriation authorized by this sub-
section. Scctions 141 and 142 of this Act shall not apply with respect
to assistance furnished under this subsecction.

(d) To the extent necessary to accomplish the purposes of this
section (1) assistance may be furnished under this section without
regard to the other provisions of this title and (2) the authority
provided in section 307 may be exercised in furnishing assistance
under subsection (a) of this section.

Crartrer 4—GENERAL Provistons Renaming To MurvaL DeEreNse
ASSISTANCE

Src. 141. ConprrioNs oF KLIGIBILITY FOR AssIsTANCE.—No assist-
ance shall be furnished under this title to any nation or organization
unless the President shall have found that furnishing such assistance
will strengthen the security of the United States and promote world
peace. No such assistance shall be furnished to a nation unless it
shall have agreed to the provisions required by section 142, and
such additional provisions as the President deems necessary to effectu-
ate the policies and provisions of this title and to safeguard the inter-
ests of the United States.

Suc. 142, AcrurMuENTS.—No assistance shall be furnished to any
nation under this title unless such pation shall have agreed to--

(1) join in promoting international understanding and good
will, and maintaining world peace;

(2) take such action as may be mutually agreed upon to elimi-
nate causes of international tension;

(3) fulfill the military obligations, if any, which it has assumed
under multilateral or bilateral agreements or treaties to which
the United States is a party;

(4) make, consistent with its political and economic stability,
the full contribution permitted by its manpower, resources,
facilities, and gencral ecoromic condition to the development
and maintenance of its own defensive strength and the defen-
sive strength of the free world;

(5) take all reasonable mcasures which may be needed to
develop its defense capacities;

(6) take appropriate steps to insure the effective utilization
of the assistance furnished under this title in furtherance of the
policies and purposes of this title;

Approved For Release : CIA-RDP59-00224A000100300002-0



Approved For Release : CIA-RDP59-00224A000100300002-0

52 MUTUAL SECURITY ACT OF 1955

(7) impose appropriate restrictions against transfer of title to
or possession of any equipment and materials, information, or
services furnished under chapter 1 of this titls, without the
consent of the President;

(8) maintain the security of any article, service, or information
furnished under chapter 1 of this title;

(9) furnish equipment and materials, services, or other assist-
ance consistent with the Charter of the United Nations, to the
United States or to and among other nations to further the policies
and purpose of chapter 1 of this title;

(10) permit continuous observation and review by United
States representatives of programs of assistance authorized under
this title, including the utilization of any such assistance, or
provide the United States with full and complete information
with respect to these matters, as the Prosident may require ; and].

(11) [in cascs where any commodity is furnished on a grant
basis under any provision of this Act other than chapter 1 of
title I under arrangements which will result in the accrual of
procecds to the recipient nation from the import or sale thercof,
cstablish a Special Account, and—J In cases where any commodity
s to be furnashed on a grant basis under chapter 2 or chapter 8 of
title I or under title 11 of this Act under arrangements which wnll
result «n the accrual of proceeds to the recipient nation from the
wmport or sale thereof, such assistance shall not be furnished unless
the recrpient nation shall have agreed to establish a Special Account,
and—

(1) deposit in the Special Account, under such terms and
conditions as may be agreed upon, currency of the recipient
nation in amounts equal to such proceeds;

{i1) make available to the United States such portion of
the Special Account as may be determined by the President
10 be necessary for the requirements of the United States:
Provided, That such portion shall not be less than 10 per
centum n the case of any country to which such minimum
requirement has been applicable under any Act repealed
by this Act; and

(iii) utilize the remainder of the Special Account for
programs agreed to by the United States to carry out the
purposes for which new funds authorized by this Act would
themselves be available.

Any unencumbered balances of funds which remain in the
Account upon termination of assistance to such nation under this
Act shall be disposed of for such purposes as may, subject to
spproval by Act or joint resolution of the Congress, be agreed to
between such country and the Government of the United States.

TITLE IT—DEVELOPMENT ASSISTANCE

Sec. 201. AurnorizaTioN,—(a) There is hereby authorized to be
appropriated to the President for the fiscal year 1955, not to exceed—
(1) $115,000,000 for assistance designed to. promote the eco-
nomic development of the Near East and Africa, and for other
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types of assistance designed to help maintain economic and politi-
cal stability in the area;

(2) $75,000,000 for assistance designed to promote the economic
development of [South Asia] Asia and to assist in maintaining
economic and political stability in the arca; and

(3) $9,000,000 for assistance designed to promote economic
development in the other American Republics and non-self-gov-
erning territories of the Western Hemisphere and to assist in
maintaining economic and political stability in the area.

Such assistance may be furnished on such terms and conditions as the
President may specify [, oxcept that 30 per centum of the funds appro-
priated pursuant to this subsection shall be available only for furnish-
ng :sissistance on terms of repayment in accordance with section
505. §.

(b) In addition, unexpended balances of appropriations herctofore
made pursuant to sections 206 and 302 (b) of the Mutual Security
Act of 1951, as amended, and unexpended balances of funds allocated
to the emergency economic aid program for Bolivia are hereby author-
ized to be continued available for the purposes of this section throngh
June 30, 1955, and to be consolidated with the appropriations author-
sized by paragraphs (1), (2), and (3) of subscetion (a) of this section,
respectively.

(¢) There is hereby authorized to be appropriated to the President for
the fiscal year 1956 mot to exceed $738,000,000, $71,000,000, and
$38.000,000 to furnish assistance under paragraphs (1), (2), and (3),
respectively, of subsection (a) of this section.

SEc. 202, ADMINISTRATION. —Except as necessary to accomplish the
purposes of section 201, programs of assistance authorized by that
section shall be administered in accordance with sections 303 and 308
(relating to technical cooperation). The authority provided in seciion
807 may be exercised for purposes of furnishing assistance under section

201.
TITLE ITI--TECHNICAL COOPERATION

Sme. 301, DucnaraTioN oF Purross.—Tt is the policy of the United
States and the purpose of this title to aid the efforts of the peoples of
economically underdeveloped areas to develop their resources and
improve their working and living conditions by encouraging the
exchange of technical knowledge and skills and the flow of invest-
ment capital to countrics which provide conditions under which such
technical assistance and capital can effectively and constructively
contribute to raising standards of living, creating new sources of
wealth, increasing productivity and expanding purchasing power.

Sie. 302, GENERAL AUTIIORITY AND DErFINITION.—The President is
authorized to furnish assistance in accordance with the provisions of
this title through bilateral technical cooperation programs. As used
in this title, the term “technical cooperation programs’” means pro-
grams for the international interchange of technical knowledge and
skills designed to contribute primarily to the balanced and integrated
development of the economic resources and productive capacities of
economically underdeveloped areas. Such activities shall be limited
to economic, engineering, medical, educational, labor, agricultural,
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forestry, fishery, mineral, and fiscal surveys, demonstration, training,
and similar projects that serve the purpose of promoting the develop-
raent of economic resources, productive capacities, and trade of eco-
nomically underdeveloped areas, and fraining in public administration.
The term ‘‘technical cooperation programs” does not include spch
activities authorized by the United States Information and Educa-
tional Exchange Act of 1948 (62 Stat. 6) as are not primarily related
to economiec development, nor activities undertaken now or hereafter
pursuant to the International Aviation Facilities Act (62 Stas. 450),
nor activities undertaken now or hereafter in the administration of
areas occupied by the United States Armed Forces.

Sec. 303. PrureqQUISITES TO AssIsTANCE.—Assistance shall be made
available under section 302 of this Act only where the President
determines that the nation being assisted—

(a) pays a fair share of the cost of the program;

(b) provides all recessary information concerning such pro-
gram and gives the program full publicity;

(¢) seeks to the maximum extent possible full coordination
and integration of technical cooperation programs being carried
on in that nation;

(d) endeavors to make effective use of the results of the pro-.
gram; and

(e) cooperates with other nations participating in the program
i the mutual exchange of tochnical knowledge and skills.

Skc. 304. AurHorIZATION.—(¢) There is hereby authorized to be
appropriated to the President for the fiseal yoar 1955, $88,5670,000 for
technical cocperation programs in the Near East, Africa, South Asia,
and Far East and Pacific, and $23,500,000 for such programs in Latin
America. In addition, unexpended balances of appropriations bereto-
fore made pursuant to section 545 of the Mutual Security Act of 1951,
as amended, are authorized to be continued available for the purposes
of this section through June 30, 1955, and to be consolidated with the
appropriation authorized by this section.

(0) There is hereby authorized to be appropriated to the President for
the fiscal year 1956 not to exceed $1 46,500,000 for technical cooperaizon
programs in the Near East and Africa, Asia and Latin America.

Sec. 305, Limitarion oN Usw or Funps.—Funds made available
under section 304 may be expended to furnish assistance in the form
of equipment, or commodities ovly where necessary for instruction or
demonstration purposes.

Suc. 306. Murnrinatkran TrcaNTcAL COOPERATION - —As one means
of accomplishing the purposes of this title, the United States is author-
ized to participate in multilateral technical cooperation programs
carried on by the United Nations, the Organization of American
States their related organizations, and other international organi-
zations, wherever practicable. There is hereby authorized to be
appropriated to carry out the purpose of this section, in addition to
the amounts authorized by section 304, not to exceed——

(a) $17,958,000 for making contributions to the United Nations
Expanded Program of ‘Tochnical Assistance; in  addition s
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$24,000,000 for the fiscal year 1956 for contributions to the [/nited
Nations Expanded Program of Technical Assistance;

(b) $1,500,000 for making contributions to the technical coop-
eration program of the Organization of American States; wn
addition, $1,600,000 for the fiscal year 1956 for coniributions to
gbe technical cooperation programs of the Orgamization of American

tates.

Swc. 307. Apvances AND GraNts; CoNTrRACTS.—The President may
make advances and grants-in-aid of technical cooperation programs
to any person, corporation, or other body of persons or to any foreign
government agency. The President may make and perform contracts
and agrecements in respect of technical cooperation programs on behalf
of the United States Government with any person, corporation, or
other body of persons however designated, whether within or without
the United States, or with any foreign government or forcign govern-
ment agency. A contract or agreecment which entails commitments
for the expenditure of funds appropriated pursuant to this title may,
subject to any future action of the Congress, run for not to cxcced
three years.

Skc. 308. INTERNATIONAL DuvELOPMENT ADVIsOrRY Boarp.— There
shall be an advisory board, referred to in this section as the ‘“Board”,
which shall advise and consult with the President, or such other officer
as he may designate to administer this title, with respect to gencral or
basic policy matters arising in connection with the operation of pro-
grams authorized by this title, title II, and section 413 (b). The
Board shall consist of not more than thirteen members appointed by
the President, one of whom, by and with the advice and consent of the
Senate, shall be appointed by him as chairman. The members of the
Board shall be broadly representative of voluntary agencics and
other groups interested in the programs, including business, labor,
agriculture, public health, and education. All members of the Board
shall be citizens of the United States; none except the chairman shall
be an officer or an employee of the United States (including any
United States Government asency) who. as such regularly receives
compensation for current services. Members of the Board, other than
the chairman if he is an officer of the United States Government, shall
receive out of funds made available for the purpose of this title a. per
diem allowance of $50 for each day spent away from their homes
or.regular places of business for the purpose of attendance at meet-
ings of the Board or at conferences held upon the call of the chairman,
and in necessary travel, and while so engaged they may be paid actual
travel expenses and not to esceed $10 per diem, or at the applicable
rate prescribed in the Standardized Government Travel Regulations, as
amended from time to time, whichever is higher, in lieu of subsistence
and other expenses.

TITLE IV—OTHER PROGRAMS

Sme. 401. Sprcial Funp—(e¢) Of the funds made available under
this Act, not to exceed [$150,000,000] 850,000,000, in addition to the
funds authorized to be appropriated under subsection (b) hereof, may
be used in any fiscal year, without regard to the requirements of this
Act or any other Act for which funds are authorized by this Act, in
furtherance of any of the purposcs of such Acts, when the President
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determines that such use is important to the security of the United
States. Not to exceed $100,000,000 of the funds available under this
section may be expended for any selected persons who are residing in
or escapees from the Soviet Union, Poland, Czechoslovakia, Hungary,
Rurnania, Bulgaria, Albania, Lithuania, Latvia, and Estonia or the
Jommunist-dominated or Communist-occupied areas of Germany and
Austria, or any Communist-dominated or Communist-occupied areas
of Asia and any other countries absorbed by the Soviet Union, either
to form such persons into elements of the military forces supporting:
the North Atlantic Treaty Organization or for other purposes, when
the President determines that such assistance will contribute to the
defense of the North Atlantic area or to the security of the United
States.  Certification by the President that he has expended amounts
under this [section] Aet not in excess of $50,000,000, and that it
15 inadvisable to specify the nature of such expenditures, shall be
deerned a sufficient voucher for such amounts. Not more than
$20,000,000 of the funds available under this section may be allocated
to any one nation in any fiscal year.

(b) There is hereby authorized to be appropriated to the President for
the fiscal year 1956 $100,000,000 for use in accordance with subsection
() of this section.

Snc. 402. Earmanrkine oF Funps.—Of the funds authorized to be
made available pursuant to this Act not less than [$350,000,000}
$600,000,000 shall be used during the fiscal year 1956, and not less than
$300,000,000 shall be used during the fiscal year 1956, to finance the ex-
port and sale for foreign currencies of surplus agricultural commodities
or products thereof produced in the United States, in addition to sur-
plus agricultural commodities or products transferred pursuant to the
Agricultural Trade Devclopment and Assistance Act of 1954, and in
accordance with the standards as to pricing and the use of private trade
charmels expressed in section 101 of said Act. Foreign currency pro-
ceeds accruing from such sales shall be used for the purposes of this Act
and with particular emphasis on the purposes of section 104 of the Agri-
cultural Trade Development and Assistance Act of 1954 which are in
harmony with the purposes of this Act. Notwithstanding section 1415
of the Supplemental Appropriation Act, 1953, or any other provision of
luw, the President may use or enter into agreements with friendly
nations or organizations of nations to use for such purposes the foreign
currencies which acerue to the United States under this section.

Src. 403. SPECIAL AssisTANCE IN JoINT CoNTROL AREAS—(a)
The President is hereby authorized to furnish commodities, services,
and financial and other assistance to nations and areas for which the
United States has responsibility at the time of the enactment of this Act
as a result of participation in joint control arrangements where found
by the President to be in the interest of the security of the United
States. There is hereby authorized to be appropriated to the President
for the fiscal year 1955 not to exceed $25,000,000 to carry out this
section.

(b) There is hercby authorized to be appropriated lo the President for
the fiscal year 1956 not lo exceed $21,000,000 to carry out this seclion.

Skc. 404. RespoNsIBILITIES IN GERMANY.—Upon approval by the
Secretary of State, a part of the German currency now or hereafter
deposited under the bilateral agreement of December 15, 1949, between
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the United States and the Federal Republic of Germany (or any
supplementary or succeeding agreement) shall be deposited in the
GARIOA (Government and Relief in Occupied Areas) Special
Account under the terms of article V of that agreement, and currency
which has been or may be depousited in said account, and any portion
of funds made available for ussistance to the Federal Republic of
Germany pursuant to section 403 of this Act, may be used for expenses
necessary to meet the responsibilities or objectives of the United States
in Germany, including responsibilities arising under the supreme
authority assumed by the United States on June 5, 1945, and under
contractual arrangements with the Federal Republic of Germany.
Expenditures may be made under authority of this section in amounts
and under conditions determined by the Sceretary of State after con-
sultation with the official primarily responsible for administration of
programs under chapter 3 of title I, and without regard to any pro-
vision of law which the President determines must be disregarded in
order to meet such responsibilities or objectives.

Skc. 405. [MoveMENT OF MIGRANTS AND Rervaess] MigranTs,
Rrervarrs, 4aNp Escareps.-—(a) The President is hereby authorized
to continue membership for the United States on the Intergovern-
mental Committee for European Migration in accordance with its
constitution approved in Venice, Italy, on October 19, 1953. For
the purpose of assisting in the movement of migrants, there is hereby
authorized to be appropriated not to exceed 811,189,190 for contribu-
tions during the calendar year 1955 to the Intergovernmental Com-
mittee for European Migration, and for the fiscal year 1956 not to exceed
812,500,000 for contributions to the Committee, and thercafter such
amounts as may be necessary from time to time for the paymoent by
the United States of its contributions to the Committee and all neces-
sary salaries and expenses incident to United States participation in
the Committee. In addition, the unexpended balance of the appro-
priation made pursuant to section 534 of the Mutual Security Act of
1951, as amended, is hereby authorized to be continued available for
the purpose of this subscction through June 30, 1955, and to be con-
solidatod with the appropriation authorized in this subsection.

(b) Of the funds made available under this Act, not more than
$800,000 may be used by the President to facilitate the migration to
the other American Republics of persons resident in that portion of
the Ryukyu Island Archipelago under United States control.

(c) [There is hereby authorized to be appropriated for the fiscal
year 1955 not to exceed $500,000 for contributions to the United Na-
tions Refugee Emergency Fund.}  There is hereby authorized to be ap-
propriated for the fiscal year 1956 not to exceed $1,400,000 for contribu-
tions to the United Nations Refugee Fund.

(d) There is hereby authorized to be appropriated to the Presulent for
the fiscal year 1956 not to exceed $6,000,000 for continuation of activities,
including care, training, and resettlement, which have been undertaken
for selected escapees under section 401 of this Act.

Sze. 406. CuiLpreEN's WELFARE.—(a) There is hereby authorized
to be appropriated not to exceed $13,500,000 for contributions during
the fiscal year 1955 to the United Nations Children’s Fund.

(b) There is hereby authorized to be appropriated for the fiscal year
1956 not to exceed $14,500,000 for contributions to the United Nations
Children’s Fund.
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Skc. 407. PaLestiINE REFUGEES IN THE NEAR Easr.—(a) There
is hereby authorized to be appropriated to the President for the fiscal
year 1955, not to exceed $30,000,000, to be used to make contributions
to the United Nations Relief and Works Agency for Palestine Refugees
in the Near East. In addition, the unexpended balance of the appro-
priation made for the Palestine refugee program in the Mutual Secu-
rity Appropriation Act, 1954, is hereby authorized to be continued
available for the purpose of this section through June 30, 1955,
Whenever the President shall determine that it would more effectively
contribute to the relief, rehabilitation, and resettlement of Palestine
refugees in the Near Kast, he may expend any part of the funds made
available pursuant to this section through any other agency he may
designate.

(b) There is hereby authorized to be appropriated to the President for
the fiscal year 1956 not to exceed $65,000,000 to be used to make coniri-
butions to the United Nations Relief and Works Agency for Palestine
Refugees in the Near East.

Sec. 408. NortH ATnaNTIC TREATY OrcanizaTioNn.—(a) In order
to provide for United States participation in the North Atlantic
Treaty Organization, there is hereby authorized to be appropriated
for the fiscal year 1955 not to exceed $3,200,000, and Jor the fiscal year
1966 not to exceed $3,700,000, for payment by the United States of
its share of the expenses of the Organization, and thereafter such
arounts as may be necessary from time to time for the payment
by the United States of its share of the expenses of the Organization
and all necessary salaries and expenses of the United States permanent
representative to the Organization, of such persons as may be ap-
peinted to represent the United States in the subsidiary bodies of the
Organization or in any multilateral organization which participates
in achieving the aims of the North Atlantic Treaty, and of their
appropriate staffs, and the expenses of participation in meetings of
such organizations, including salaries, expenses, and allowances of
personnel and dependents as authorized by the Foreign Service Act
of 1946, as amended (22 U. S. C. 801), and allowances and expenses
as provided in section 6 of the Act of July 30, 1946 (22 U. S. C. 287r).

(b) The United States permanent representative to the North
Atlantic Treaty Organization shall be appointed by the President by
and with the advice and consent of the Senate and shall hold office at
the pleasure of the President. Such representative shall have the
rank and status of ambassador extraordinary and plenipotentiary and
shall be a chief of mission, class 1, within the meaning of the Foreign
Service Act of 1946, as amended (22 U. S. C. 801).

(¢) Persons detailed to the international staff of the North Atlantic
Treaty Organization in accordance with section 529 of this Act who
are_appointed as Foreign Service Reserve officers may serve for
periods of more than tour years notwithstanding the limitation in
section 522 of the Foreign Service Act of 1946, as amended (22 U.S. C.
922).

Src. 409. OceaN Freicar Cuarees.—(a) In order to further the
efficient use of United States voluntary contributions for relief and
rehabilitation in nations and areas eligible for assistance under this
Act, the President may pay ocean freight charges from United States
ports to designated ports of entry of such nations and areas on ship-
ments by United States voluntary nonprofit relief agencies registered
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with and approved by the Advisory Committee on Voluntary Foreign
Aid and shipments by the American Red Cross.

(b) Where practicable the President shall make arrangements with
the receiving nation for free entry of such shipments and for the
making available by that nation of local currencies for the purpose
of defraying the transportation cost of such shipments from the port
of entry of the recciving nation to the designated shipping point of
the consignee.

(¢) There is hereby authorized to be appropriated to the President
for the fiscal year 1955 not to exceed $4,400,000 to carry out the pur-
poses of this section; and, in addition, unexpended balances of appro-
priations heretofore made pursuant to section 535 of the Mutual
Security Act of 1951, as amended, are authorized to be continued
available for the purposes of this section through June 30, 1955, and
to be consolidated with the appropriation authorized in this section.
There is hereby authorized to be appropriated to the President for the
fiscal year 1956 not to exceed $2,000,000 to carry out the purposes of this
section.

(d) [In addition, any funds made available under this Act may be
used, in amounts determined by the President, to pay ocean freight
charges on shipments of surplus agricultural commoditics, including
commodities made available pursuant to any Act for the disposal
abroad of United States agricultural surpluses.] There is hereby
authorized to be appropriated to the President for the fiscal year 1956 not
to exceed 813,000,000 to pay ocean freight churges on shipments of surplus
agricullural commodities, including commodities made avarlable pursuant
to any Act for the disposal abroad of United States agricultural surpluses.
In addition, any funds made avarlable under this Act may be used, in
amounts determined by the President, for the purposes of this subsection.

Skc. 410. ControL Act Kxrenses.—There is hereby authorized to
be appropriated to the President for the fiscal year 1955 not to cxceed
$1,300,000, and for the fiscal year 1956 not to exceed $1,175,000, for
carrying out the objectives of the Mutual Defense Assistance Control
Actof 1951 (22 U. 8. C. 1611). In addition, in accordance with sec-
tion 303 of that Act, funds made available for carrying out chapter 1
of title I of this Act shall be available for carrying out the purpose of
this section in such amounts as the President may direct.

Sec. 411. [ApministRATIVE EXPENSES] ADMINISTRATIVE AND
Ornrr Expenses—(a) Whenever possible, the expenses of admin-
istration of this Act shall be paid for in the currency of the nation
where the expense is incurred.

(b) [There is hereby authorized to be appropriated to the Presi-
dent for the fiscal year 1955 not to exceed $34,700,000 for all neces-
sary administrative expenses incident to carrying out the provisions
of this Act other than chapter 1 of title I, including expenses for
compensation, allowances and travel of personnel, including Foreign
Service personnel whose services are utllized primarily for the pur-
poses of this Act, and, without regard to the provisions of any other
law, for printing and binding, and for expenditures outside the con-
tinental limits of the United States for the procurcment of supplies
and services and for other administrative purposes (other than com-
pensation of personnel) without regard to such laws and regulations
governing the obligation and expenditure of Government funds as
may be necessary to accomplish the purposes of this Act.] There is
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hereby authorized to be appropriated to the President for the JSiscal year
1955 not to exceed 834,700,000, and for the fiscal year 1956 not to exceed
$35,225,000, for all necessary administrative expenses incident to carry-
wng out the provisions of this Act other than chapter 1 of title I and sec-
tion 124.

(¢) Funds made available for the purposes of this Act may be used for
compensation, ellowances, and travel of personmnel, including Forewgn
Service personnel whose services are utilized primarily for the pUrposes
of this Act, and without regard to the provisions of any other law, for
printing and binding, and for expenditures outside the continenial limits
of the United States for the procurement of supplies and services and for
other administrative and operating purposes (other than compensation of
personnel) without regard to such laws and regulations governing the
obligation and expenditure of government funds as may be necessary to
accomplish the purposes of this Act.

Sec. 412. Cuinese AND KoruaN StupENTs.—Funds heretofore allo-
cated to tho Secretary of State pursuant to the last proviso of section
202 of the China Arca Aid Act of 1950 (22 U. 8. C. 1547) shall continue
to be available until expended, under such regulations as the Secretary
of State may prescribe, using private agencies to the maximum extent
practicable, for necessary expenses of tuition, subsistence, transpor-
tation, and emergency medical care for selected citizens of China and
of Korea for studying or teaching in accredited colleges, universities,
or other educational institutions in the United States approved by the
Sceretary of State for the purpose, or for rescarch and related
academic and technical activities in the United States, and such
selected citizens of China who have been admitted for the purpose of
study in the United States shall be granted permission to accept
employment upon application filed with the Commissioner of Immi-
gration and Naturalization pursuant to regulations promulgated
by the Attorney General.

Sic. 413, KNCOURAGEMENT oF FreEr ENTERPRISE AND Privars
PinticreaTion.—(a) The Congress recognizes the vital role of free
cnterprise in achieving rising levels of production and standards of
living essential to the economic progress and defensive strength of the
free world.  Accordingly, it is declared to be the policy of the United
States to encourage the efforts of other free nations to increase the
flow of international trade, to foster private initiative and competition,
to discourage monopolistic practices, to improve the technical efficiency
of their industry, agriculture and commerce, and to strengthen free
labor unions; and to encourage the contribution of United States
enterprise toward the economic strength of other free nations, through
private trade and investment abroad, private participation in the
programs carried out under this Act (including the use of privato
trade channels to the maximum extent practicable in earrying out such
programs), and exchange of ideas and technical information on the
matters covered by this section.

(b) In order to encourage and facilitate participation by private
enterprise to the maximum extent practicable in achieving any of the
purposes of this Act, the President-—

(1) shall make arrangements to find and draw the attention of
private enterprise to opportunities for investment and develop-
ment in other free nations;
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(2) shall accelerate a program of negotiating treaties for com-
merce and trade, including tax treatics, which shall include
provisions to encourage and facilitate the flow of private invest-
Iment to nations participating in programs under this Act;

(3) shall, consistent with the security and best interests of the
United States, seek compliance by other countries or a dependent
area of any country with all treaties for commerce and trade
and taxes and shall take all reasonable measurcs under this Act
or other authority to secure compliance therewith and to assist
United States citizens in obtaining just compensation for losses
sustained by them or payments exacted from them as a result
of measures taken or imposed by any country or dependent area
thereof in violation of any such treaty; and

(4) may make, until June 30, 1957, under rules and regulations
prescribed by him, guaranties to any person of investments in
connection with projects, including expansion, modernization, or
development, of existing enterprises, In any nation with which
the United States has agreed to institute the guaranty program:
Provided, That—

(A) such projects shall be approved by the President as
furthering any of the purposes of this Act, and by the nation
concerned;

(B) the guaranty to any person shall be limited to assuring
any or all of the following:

(i) the transfer into United States dollars of other
currencies, or credits in such currencies, received by such
person as earnings or profits from the approved project,
as repayment or return of the investment therein, in
whole or in part, or as compensation for the sale or dis-
position of all or any part thercof;

(ii) the compensation in United States dollars for loss
of all or any part of the investment in the approved
project which shall be found by the President to have
heen lost to such person by reason of expropriation or
confiscation by action of the government of a foreign
nation;

(C) when any payment is made to any person pursuant
to a guaranty as hereinbefore described, the currency, credits,
assets, or investment on account of which such payment is
made shall become the property of the United States Gov-
ernment, and the United States Government shall be .
subrogated to any right, title, claim or cause of action existing
in connection therewith;

(D) the guaranty to any person shall not exceed the
amount of dollars invested in the project by such person
with the approval of the President plus actual earnings or
profits on said project to the extent provided by such
guaranty, and shall be limited to a term not exceeding twenty
years from the date of issuance;

(E) a fee shall be charged in an amount not exceeding
1 per contum per annum of the amount of each guaranty
under clause (1) of subparagraph (B), and not exceeding
4 per centum per annum of the amount of each guaranty
under clause (ii) of such subparagraph, and all fees collected
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hereunder shall be available for expenditure in discharge of
liabilities under guaranties made under this section until
such time as all such liabilities have been discharged or have
expired, or until all such fees have been expended in accord-
ance with the provisions of this section;

(F) the President is authorized to issue guaranties up to a
total of $200,000,000: Provided, That any funds allocated to
a guaranty and remaining after all liability of the United
States assumed in connection therewith has been released,
discharged, or otherwise terminated, shall be available for
allocation to other guaranties, the foregoing liritation
notwithstanding. Any payments made to discharge liabilities
under guaranties issued under this subsection shall be paid
out of fees collected under subparagraph (E) as long as such
fees are available, and thereafter shall be paid out of funds
realizad from the sale of notes which have been issued under
authority of paragraph 111 (¢} (2) of the Economic Coopera-
tion Act of 1948, as amended, when necessary to discharge
liabilities under any such guaranty;

{G) the guaranty program authorized by this paragraph
shall be used to the maximum practicable extent and shall be
administered under broad criteria so as to facilitate and
increase the participation of private enterprise in achieving
any of the purposes of this Aect;

(H) as used in this paragraph—

(i) the term “person’ means a citizen of the United
States or any corporation, partnership, or other associa-
tion created under the law of the United States or of any
State or Territory and substantially beneficially owned
by citizens of the United States, and

(ii) the term “investment” includes any contribution
of capital goods, materials, equipment, services, patents,
processes, or techniques by any person in the form
of (1) a loan or loans to an approved project, (2) the
purchase of a share of ownership in any such project,
(3) participation in royalties, carnings, or profits of any
such project, and (4) the furnishing of capital goods
items and related services pursuant to a contract pro-
viding for payment in whole or in part after the end
of the fiscal year in which the guaranty of such invest-
ment is made.

Skc. 414. Munitions ConTrROoL~—(a) The President is authorized
to control, in furtherance of world peace and the security and foreign
policy of the United States, the export and import of arms, ammu-
nition, and implements of war, including technical data relating
thereto, other than by a United States Government agency.. The
President is authorized to designate those articles which sheall be
considered as arms, ammunition, and implements of war, including
technical data relating thereto, for the purposes of this seetion.

(b) As prescribed in regulations issued under this section, every
person who engages in the business of manufacturing, exporting, or
mporting any arms, ammunition, or implements of war, including
technical data relating thereto, designated by the President under
subsection (a) shall register with the United States Government
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agency charged with the administration of this section, and, in addi-
tion, shall pay a registration fee which shall be prescribed by such
regulations.

{c) Any person who willfully violates any provision of this sec-
tion or any rule or regulation issued under this section, or who will-
fully, in a registration or license application, makes any untrue state-
ment of a material fact or omits to state a material fact required to
be stated therein or necessary to make the statements therein not mis-
leading, shall upon conviction be fined not more than $25,000 or
imprisoned not more than two years, or both.

Sgc. 415. ASSISTANCE TO INTERNATIONAL ORGANIZATION.— When-
ever it will assist in achieving purposes declared in this Act, the
President is authorized to use funds available under sections 131 and
403 in order to furnish assistance, including by transfer of funds,
directly to the North Atlantic Treaty Organization, for a strategic
stockpile of foodstuffs and other supplies, or for other purposvs.

Sgo. 416, FACILITATION AND ENCOURAGEMENT OF TRAVEL—The
President, through such officer or commission as he may designate,
shall facilitate and encourage, without cost to the United States except
for administrative expenses, the promotion and development of travel
by citizens of the United States to and within countries receiving
assistance under this Act and travel by citizens of such countries to
the United States. ‘

Sge. 417. Irisy CounTeErpaRT.—Pursuant to section 115 (b) (6) of
the Economic Cooperation Act of 1948; as amended, the disposition
within Ireland of the unencumbered balance, in the amount of approxi-
mately 6,000,000 Trish pounds, of the special account of Irish funds
established under article 1V of the Economic Cooperation Agreement
between the United States of America and Ireland, dated June 28,
1948, for the purposes of—

(1) scholarship exchange between the United States and
Ireland;

(2) other programs and projects (including the establishment
of an Agricultural Institute) to improve and develop the agricul-
tural production and marketing potential of Ireland and to
increase the production and efficiency of Irish industry; and

(3) development programs and projects in aid of the foregoing
objectives,

is hereby approved, as provided in the agrecement between the Govern-
ment of the United States of America and the Government of Ireland,
dated June 17, 1954.

Skc. 418. Presipent’s Funp ror Asran Economic DEVELOPMENT.—
(@) The Congress of the United States reaffirms the policy of the United
States to contribute to international peace and security through assisting
the peoples of free Asia in their efforts to attain economic and social
well-being, to safeguard basic rights and liberties, and to protect their
security and independence.  The Congress hereby recognizes that funda-
mental to these goals is an expanding economic growth of the free Asia
area based upon self-help and mutual cooperation and full utilization of
already eristing resources and knowledge. The Congress expresses the
willingness of the people of the United States to support the foregoing
objectives to the extent to which the countries in the area continue to make
effective use of their own resources and external resources otherwise avail-
able to them.
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() In order to carry out the purposes of this section, there is hereby
wuthorized to be established a fund, to be known as the “President’s Fund
for Asian Lconomic Development’’ (hereinafier referred to as “the F und’),
und there is hereby authorized to be appropriated to the President Jor the
fund an amount of $200,000,000, such amount to remain available until
June 30, 1958.

(¢) The President is authorized to utilize the appropriations made
available for the Fund to accomplish in the free Asian area the policies
and purposes declared in this Act and to disburse them on such terms
and conditions, including transfer of funds, as he may specify to any
person, corporation, or other body of persons however designated, or
to any foreign government, agency, or organizaiion or group of govern-
ments or agencies as may be appropriate: Provided, however, That not less
than 50 per centum of the funds appropriated pursuant to this section shall
be avarlable only for furnishing assistance on terms of repayment in accord-
ance with the provisions of section 605, and not more than 25 per cenlum
of said funds may be allocated for assistance to any one nation.

(d) In utilizing the Fund the President shall give preference to projects
or programs that will clearly contribute to promoting greater economsic
strength in the area as a whole or among a group or groups of countries
of the area.

TITLE V—MISCELLANEQOUS PROVISIONS
Cuarrer 1. GeNERAL PROVISIONS

SEc. 501. TrRANSFERABILITY oF FuNps.—Whenever the President
determines it to be necessary for the purposes of this Act, not to
exceed 10 per centum of the funds made available pursuant to any
provision of this Act may be transferred in any fiscal year to and
consolidated with the funds mede available pursuant to any other
provision of this Act, and may be used for any of the purposes for
which such funds may be used, except that the total in the provision
for the benefit of which the transfer is made shall not be increased
wm any fiscal year by more than 20 per centum of the amount made
available for such provision pursuant to this Act. Funds trans-
ferred under this section to furnish military assistance under chapter
1 of title I may be expended without regard to the area limits imposed
by section 105 (¢). [Of any funds transferred under this section for
the purpose of furnishing assistance under scction 201, 30 per centum
shall be available only for furnishing assistance on terms of repay-
ment in accordance with section 505. Not less than 50 per centum
of any assistance furnished under paragraph (1), (2), or (3) of sec-
tion 201 (a) with funds transferred under this section shall be fur-
nished on terms of repayment in accordance with section 505.]

Sec. 502. Use oF ForeieN Currency.—(a) Notwithstanding sec-
tion 1415 of the Supplemental Appropriation Act, 1953, or any other
provision of law, proceeds of ssles made under section 550 of the
Mutual Security Act of 1951, as amended, shall remain available
and shall be used for any of the purposes of this Act, giving particular
regard to the following purposes- —

(1) for providing military assistance to nations or mutual
defense organizations eligible to reccive assistance under this
Act;
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(2) for purchase of goods or services in friendly nations;
- (3) for loans, under applicable provisions of this Act, to
increase production of goods or services, including strategic
materials, needed in any nation with which an agreement was
negotiated, or in other fricndly nations, with the authority to
use currencies received in repayment for the purposes stated in
this section or for deposit to the general account of the Treasury
of the United States;

(4) for developing new markets on & mutually beneficial basis;

(5) for grants-in-aid to increase production for domestic
needs in friendly countries; and

(6) for purchasing materials for United States stockpiles.

(b) Notwithstanding section 1415 of the Supplemental Appropria-
tion Act, 1953, or any other provision of law, local currencies owned
by the United States shall be made available to appropriate com-
mittees of the Congress engaged in carrying out their duties wnder
section 136 of the Legislative Reorganization Act of 1946, as amended,
and to the Joint Committec on Atomic Energy and the Joint Commattee on
the Economic Report, for their local currency expenses: Provided, That
any such committee of the Congress which uses local currency shall
make a full report thereof to the Committee on House Administration
of the House of Representatives (if the committee using such currchey
is & committee of the House of Representatives) or to the Committee
on Rules and Administration of the Senate (if the committee using
such currency is a committee of the Senate or a joint committee of the
Congress), showing the total amount of such currency so used in each
country and the purposes for which it was expended.

Sgo. 503. TERMINATION OF AsSISTANCE.— (a) If the President deter-
mines that the furnishing of assistance to any nation under any
provision of this Act—

(1) is no longer consistent with the national interest or security
or the foreign policy of the United States; or
(2) would no longer contribute effectively to the purposes for
which such assistance is furnished; or
(3) is no longer consistent with tho obligations and responsi-
bilities of the United States under the Charter of the United
Nations,
he shall terminate all or part of any assistance furnished pursuant
to this Act. If the President determines that any nation which is
receiving assistance under chapter 1 of title I of this Act is not making
its full contribution to its own defense or to the defense of the area of
which it is a part, he shall terminate all or part of such assistance.
Assistance to any nation under any provision of this Act may, unless
sooner terminated by the President, be terminated by concurrent reso-
lution. Funds made available under this Act shall remain available
for twelve months from the date of termination under this subsection
for the necessary expenses of liquidating assistance programs.

[(b) (1) After June 30, 1955, nono of the authority conferred
by this Act may be excrcised for the purposc of carrying out any
function authorized by title I1; except that during the twelve months.
following such date (i) funds which have been obligated on or before
that date shall remain available for expenditure, (ii) equipment,
materials, commoditics, and services with respect to which funds have
been obligated on or before such date for procurement for, shipment
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lo, or delivery in a recipient country may be transferred to such
country, and (iii) funds appropriated under authority of this. Act
may be obligated (A) for the necessary expenses of procurement,
shipment, delivery, and other activities essential to such transfer and
(B) for the necessary expenses of liquidating operations incident to
such funetions.

[{2) At such time as the President shall find appropriate, the
powers, duties, and authority conferred by this Act with respect to
such function may be transferred for the purpose of liquidation to
such other United States Government agencies as the President shall
specify, and the relevant funds, records, property, and personnel may
be transferred to the agencies to which the related functions are
transferred.’]

L(c)] (3) Unless sooner abolished under section 525, the Foreign
Operations Administration shall cease to exist at the close of June 30,
1955.

See. 504. Smarn Business.—(a) Insofar as practicable and to the
maximum extent consistent with the accomplishment of the purposes
of this Act, the President shall assist American small business to
participate equitably in the furnishing of commodities and services
financed with funds authorized under titles II, III, and IV, and
chapters 2 and 3 of title I, of this Act—

(1) by causing to be made available to suppliers in the United
States and particularly to small independent enterprises, informa-
tion, as far in advance as possible, with respect to purchases pro-
posed to be financed with such funds.

(2) by causing to be made available to prospective purchasers
in the nations receiving assistance under this Act information as
to commodities and services produced by small independent enter-
prises in. the United States, and

(3) by providing for additional services to give small business
better opportunities to participate in the furnishing of com-
moditics and services financed with such funds.

(b) There shall be an Office of Small Business, headed by a Special
Assistant for Small Business, in such United States Government
agency as the President may direct, to assist in carrying out the
provisions of subsection (a) of this section.

(c) The Secretary of Defense shall assure that there is made avail-
able to suppliers in the United States, and particularly to small inde-
pendent enterprises, information with respect to purchases made by
the Department of Defense pursuant to chapter 1 of title I, such
information to be furnished as far in advance as possible.

Sec. 505. LoAN AssISTANCE 4nD S4ares——(a) Assistance under
this Act may be furnished on a grant basis or on such terms, including
cash, credit, or other terms of repayment (including repayment in
foreign currencies or by transfer to the United States of materials
required for stockpiling or other purposes) as may be determined to
be best suited to the achievement. of the purposes of this Act. When-
ever commodities or services are sold for foreign currencies the President,
notunthstanding section 1415 of the Supplemental Appropriation Act,
1953, or any other provision of law, may use or enter into arrangements
with _friendly nations or organizations of nations to use such currencies
for the purposes for which the funds providing the commodities or services
whick generated the currencies were appropriated.
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(b) Of the funds made available pursuant to this Act and foreign
currencies accruing to the United States under section 402, the equiva-
lent of not less than $200,000,000 shall be available only for the fur-
nishing of assistance on terms of repayment. Funds for the purpose
of furnishing assistance on terms of repayment shall be allocated to
the Export-Import Bank of Washington, which shall, notwithstanding
the provisions of the Export-Import Bank Act of 1945 (59 Stat.
526), as amended, make and administer the credit on such terms.
Credits made by the Export-Import Bank of Washington with funds
so allocated to it shall not be considered in determining whether
the Bank has outstanding at any one time loans and guaranties to
the extent of the limitation imposed by section 7 of the Export-
Import Bank Act of 1945 (59 Stat. 529), as amended. Amounts
received in repayment of principal and interest on any loan made
under this section shall be held by the Treasury to be used for such
purposes, including further loans, as may be authorized from time to
time by Congress. Amounts received in repayment of principal
and interest on any credits made under paragraph 111 (¢) (2) of
the Economic Cooperation Act of 1948, as amended, shall be de-
posited into miscellaneous receipts of the Treasury, except that, to
the extent required for such purpose, amounts received in repayment
of principal and interest on any credits made out of funds realized
from the sale of notes heretofore authorized to be issued for the pur-
pose of financing assistance on a credit basis under paragraph 111
(c) (2) of the Economic Cooperation Act of 1948, as amended, shall
be deposited into the Treasury for the purpose of the retirement
of such notes.

SEec. 506. PatENTs AND TECHNICAL INFORMATION.—(8) As used in
this section—

(1) the term “Invention” means an invention or discovery
eovered by a patent issued by the United States; and

(2) the term “information” means information originated by
or peculiarly within the knowledge of the owner thereof and
those in privity with him, which is not available to the public
and is subject to protection as property under recognized legal
principles.

(b) Whenever, in connection with the furnishing of any assistance
in furtherance of the purposes of this Act-—

(1) use within the United States, without authorization by, the
*owner, shall be made of an invention; or
(2) damage to the owner shall result from the disclosure of
information by reason of acts of the United States or its officers
or employees,
the exclusive remedy of the owner of such invention or information
shall be by suit against the United States in the Court of Claims or in
the District Court of the United States for the district in which such
owner is a resident for reasonable and entire compensation for unau-
thorized use or disclosure. In any such suit the United States may
avail itself of any and all defenses, general or special, that might be
pleaded by any defendant in a like action. L

(c) Before such suit against the United States has been instituted,
the head of the appropriate United States Government agency, which
has furnished any assistance ir furtherance of the purposes of this Act,
is authorized and empowcred to enter into an agreement with the
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claimant, in full settlement and compromise of any claim against the
United States hereunder.

(d) The provisions of the last sentence of section 1498 of title 28
of the United States Code shall apply to inventions and information
covered by this section.

(e) Except as otherwise provided by law, no recovery shall be had
for any infringement of a patent committed more than six years prior
to the filing of the complaint or counterclaim for infringement, in the
action, except that the period between the date of receipt by the
CGiovernment of & written claim under subsection (¢) above for com-
pensation for infringement of a patent and the date of mailing by the
Ciovernment of a notice to the cluimant that his claim has been denied
shall not be counted as part of the six years, unless suit is hrought
before the last-mentioned date.

Sec. 507, AvaiLaBiuiTy oF Funps.—Except as otherwise provided
in sections 104 (pertaining to infrastructure), 405 (pertaining to
movement of migrants), 408 (a) (pertaining to North Atlantic Treaty
Organization), and 412 (pertaining to Chinese and Korean students),
funds shall be available to carry out the provisions of this Act (other
than sections 414 and 416) as authorized and appropriated to the
FPresident each fiscal vear.

Src. 508. LamrrarioNn oN Funps ror Proraganpa.—None of the
funds herein authorized to be appropriated nor any counterpart funds
shall be used to pay for personal services or printing, or for other
expenses of the disscmination within the United States of gencral
propaganda in support of the mutual security program, or to pay the
travel or other expenses outside the United States of any citizen or
group of citizens of the United States for the purpose of publicizing
such program within the United States,

Sec. 509. SerpriNg oN UNiTED STaTEs Vmissers.—Such steps as
may be necessary shall be taken to assure, as far as practicable, that
at least 50 per centum of the gross tonnage of commodities, materials
and equipment procured out of funds made available under sections
103, 123, 131, 132 (a), 201, 304, and 403 of this Act and transported to
or from the United States on ocean vessels, computed separately for
dry bulk earriers, dry cargo liner and tanker services and ecomputed
separately for section 103, and for sections 123, 131, 132 (a), 201, 304,
and 403 (taken together) is so transported on United States flag com-
mercial vessels to the extent such vesscls are available at market rates
for United States flag commercial vessels provided such rates are
fair and reasonable; and, in the administration of this provision, steps
shall be taken, insofar as practicable and consistent with the purposes
of this Act, to secure a fair and reasonable participation by United
States flag commercial vessels ia cargoes by geographic arca. The
ocean. transportation between foreiyn countries of commodities, materials,
and equipment procured out of local currency funds made available or
derived from funds made available under this Act shall not be governed
by the provisions of section 901 (b, of the Merchant Marine Act of 1936,
or any other law relating to the ocean fransporiation of commodities,
materials and equipment on United States flag vessels.

Swc. 510. Purcnase or Comwonriries.—No funds made available
under title II or chapter 3 of titie I of this Act shall be used for the
purchase in bulk of any commodities at prices higher than the market
price prevailing in the United States at the time of the purchase

i
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adjusted for differences in the cost of transportation to destination,
quality, and terms of payment. A bulk purchase within the meaning
of this section does not include the purchase of raw cotton in bales.
Funds made available under title 11 or chapter 3 of title I of this
Act may be used for the procurement of commodities outside the
United States unless the President determines that such procurement
will result in adverse effects upon the economy of the United States,
with special reference to any areas of labor surplus, or upon the
industrial mobilization base, which outweigh the economic advan-
tages to the United States of less costly procurement abroad. In pro-
viding for the procurement of any surplus agricultural commodity
for transfer by grant under this Act to any recipient nation in accord-
ance with the requirements of such nation, the President shall, insofar
as practicable and where in furtherance of the purposes of this Act,
authorize the procurement of such surplus agricultural commodity
only within the United States except to the extent that any such
surplus agricultural commodity is not available in the United States
in sufficient quantities to supply the requirements of the nations receiv-
ing assistance under this Act.

Spe. 511. RETENTION AND R1ETURN OF Equipment.—(a) No equip-
ment or materials may be transferred under title I out of military
stocks if the Secretary of Defense, after consultation with the Joint
Chicfs of Staff, determines that such transfer would be detrimental
to the national sccurity of the United States, or that such equipment
or materials are needed by the reserve components of the Armed
Torces to meet their training requircments.

(b) Any equipment, materials, or commodities procured to carry
out this Act shall be retained by, or, upon reimbursement, transferred
to and for the use of, such United States Government agency as the
President may determine in lieu of being disposed of to a foreign
nation or international organization whenever in the judgment of the
President the best interests of the United States will be served thereby,
or whenever such retention is called for by concurrent resolution. Any
commodities so retained may be disposed of without regard to pro-
visions of law relating to the disposal of Government-owned property,
when necessary to prevent spoilage or wastage of such commodities or
to conserve the usefulness thereof. Funds realized from any such
disposal or transfer shall revert to the respective appropriation or
appropriations out of which funds were expended for the procurement
of such equipment, materials, or commodities or to appropriations
currently available for such procurement,

(c) The President shall make appropriate arrangements with each
nation receiving equipment or materials under chapter 1 of title I
(other than equipment or materials sold under the provisions of sec-
tion-106) for the return to the United States (1) for salvage or scrap,
or (2) for such other disposition as the President shall deem to be in
the interest of mutual security, of any such equipment or materials
which are no longer required for the purposes for which originally
made available.

Sgc. 512. Punarn Provision.—Whoever offers or gives to anyone
who is or in the preceding two years has been an employee or officer
of the United States any commission, payment, or gift, in connection
with the procurement of equipment, materials, commodities, or serv-
ices under this Act in connection with which procurement said officer,
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employee, former officer or former employee i3 or was employed or
performed duty or took any action during such employment, and
whoever, being or having beer an employee or officer of the United
States in the preceding two years, solicits, accepts, or offers to accept
any commission, payrment, or gift in connection with the procurement
of equipment, materials, commodities, or services under this Act in
connection with which procurement said officer, employee, former
officer or former employee is or was employed or performed duty or
took any action during such employment, shall upon conviction
thereof be subject to a fine of not to exeeed $10,000 or imprisonment
for not to exceed three years, or both: Provided, That this section shall
ﬁ(})t :X)ply to persons appointed pursuant to sections 308 or 530 (a) of
ie Act.

Skc. 513. Norick 7o LEGISLATIVE ComMITTEES.—When any trans-
fer is made under section 105 (d) or section 501, or any other action is
vaken under this Act which will result in furnishing assistance of &
kind, for a purpose, or to an area, substantially different from that,
included in the presentation to the Congress during its consideration
of this Act, or which will result in expenditures greater by 50 per
centum or rnore than the proposed expenditures included in such pres-
entation for the program concerned, the President or such officer as he.
may designate shall promptly notify the Committee on Foreign Rela-
tions of the Senate, the Committee on Foreign Affairs of the House of
Representative and, when military assistance is involved, the Com-
mittecs on Armed Services of the Senate and House of Represen tatives,
stating the justification for such change. Notice shall also be given
to the Committee on Foreign Relations of the Senate and the Com-
mittee on Foreign Affairs of the House of Representatives of an
determination under the first sentence of section 401 (except witlJJr
respect to unvouchered funds), and copies of any certification as to
loyalty under section 531 shall be filed with such committees.

SEC. 514. INTERNATIONAL Epvcarionar Excuaxee AcTIviTIES.——
Foreign currencies or credits owed to or owned by the United States,
where arising from this Act or otherwise, shall, upon a request from
the Secretary of State certifying that such funds are required for the
purpose of international educational exchange activities under pro-
grams authorized by section 32 (b) (2) of the Surplus Property Act
of 1944, as amended, be reserved by the Secretary of the Treasury for
sele to the Department of State for such activities on the basis of the
dollar value at the time of the reservation.

CHAPTER 2. ORGANIZATION AND ADMINISTRATION

Suc. 521. DELEGATION OF AUuTHORITY BY THE PRESIDENT.—(a)
Except as provided in subseection (b), the President may exercise any
power or authority conferred on him by this Act through such agency
or officer of the United States as he shall direct, and the head of such
agency or such officer may from time to time promulgate such rules
and regulations as may be necessary and proper to carry out functions.
under this Act and may delegate authority to perform any of such
functions to his subordinates acting under his direction.

(b) After June 30, 1955, the.President shall exercise the powers
conferred upon him under title II of this Act through tha Secretary

of Stsate.
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Sue. 522. ALLOCATION AND REIMBURSEMENT AMONG AGENCIES.—
(a) The President may allocate or transfer to any United States
Government agency any part of any funds available for carrying out
the purposes of this Act, including any advance to the United States
by any nation or international organization for the procurement of
equipment or materials or services. Such funds shall be available
for obligation and expenditure for the purposes for which authorized,
in-accordance with authority granted in this Act or under authorit
governing the activities of the Government agencies to which sue
funds are allocated or transferred. Funds allocated to the Depart-
ment of Defense shall be governed as to reimbursement by the pro-
cedures of subsection (¢} of this section.

(b) Any officer of the United States performing functions under
this Act may utilize the services and facilities of, or procure com-
moditics from, any United States Government agency as the Presi-
dent shall direct, or with the consent of the head of such agency, and
funds allocated pursuant to this subsection to any such agency may be
established in separate appropriation accounts on the books of the
Treasury.

(¢) Reimbursement shall be made to any United States Government
agency, from funds available to carry out chapter 1 of title I of this
Act, for any assistance furnished under that chapter from, by, or
through such agency. Such reimbursement shall be in an amount
equal to the value (as defined in section 545) of the equipment and
materials, services (other than salaries of members of the Armed
Forces of the United States), or other assistance furnished, plus
expenses arising from or incident to operations under that chapter.
The amount of any such rcimbursement shall be credited as rcim-
bursable receipts to current applicable appropriations, funds, or
accounts of such agency and shall be available for, and under the
authority applicable to, the purposes for which such appropriations,
funds, or accounts are authorized to be used, including the procure-
ment of equipment and madterials or services, required by such agency,
in the same gencral category as those furnished by it or authorized
to be procured by it and expenses arising from and incident to such
procurement.

(d) In the case of any commodity, service, or facility, procured from
any United States Government agency under any provision of this
Act other than chapter 1 of title I, reimﬁursement or payment shall be
made to such agency from funds available to carry out such provision,
Such reimbursement or payment shall be at replacement cost, or, if
required by law, at actual cost, or at any other price authorized Ly law
and agreed to by the owning or disposal agency., The amount of any
such reimbursement or payment shall be credited to current applicable
appropriations, funds, or accounts from which there may be procured
replacements of similar commodities, services, or facilities, except that
where such appropriations, funds, or accounts are not reimbursable
except by reason of this subsection, and when the owning agency
determines that such replacement is not necessary, any funds received
in payment therefor shall be covered into the Treasury as miscel-
leneous receipts. ,

(e) In furnishing assistance under this Act and in making surplus
agricultural commodities available under section 402 accounts may

- be established on the books of any United States Government agency
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or, on terms and conditions approved by the Secretary of the Treasury,
in banking institutions in the United States, against which (i) letters
of commitment may be issued which shall constitute obligations of the
United States, and moneys due or to become due under such letters
of commitment shall be assignable under the Assignment of Claims
Act of 1940, as amended, and (ii) withdrawals may be made by
recipient nations or agencies, organizations or persons upon presenta-
tion of contracts, invoices, or other appropriate documentation.
Yxpenditure of funds which have been made available through ac-
counts so established shall be accounted for on standard documenta-
tion required for expenditure of Government funds: Provided, That
such expenditures for commodities or services procured outside tho
continental limits of the United States may be accounted for exclu-
sively on such certification as may be prescribed in regulations
gpproved by the Comptroller General of the United States.

Swuc. 523. CoorpiyaTioN Write Fornien Poricy.~—(a) Nothing con-
tained in this Act shall be construed to infringe upon the powers or
functions of the Secretary of State.

(b) The President shall prescribe appropriate procedures to assure
coordination among representatives of the United States Government
in each country, under the leadership of the Chief of the United
States Diplomatic Mission.

Sec. 524, THE SECRETARY OF DEFENSE.—(a) In the case of aid
under chapter 1 of title I of this Act, the Secretary of Defense shall
have primary responsibility for--

(1) the determination of military end-item requirements;

(2) the procurement of military equipment in a manner which
permits its integration with service programs;

(3) the supervision of [end-items used] end-item use by the
recipient countries;

(4) the supervision of the training of foreign military per-
sonnel;

(5) the movement and delivery of military end-items; and

(6) within the Department of Defense, the performance of any
other functions with respect to the furnishing of military assist-
ance.

(b) The establishment of priorities in the procurement, delivery,
and allocation of military equipment shall be determined by the
Secretary of Defense. The determination of the value of the program
for any country under chapter 1 of title I shall be made by the
President.

Sxze. 525. ForeieN OPERATIONS ADMINISTRATION.—Except as modi-
fied pursuant to this section or section 521, the Director of the Foreign
Operations Administration (referred to in this chapter as the “Direc-
tor'”) shall continue to perform the functions vested in him on the
effective date of this Act, except insofar as such functions relate to
continuous supervision and general direction of programs of military
assistance. The President may transfer to any agency or officer of
the United States, and may modify or abolish, any function, office,
or entity of the Foreign Operations Administration (including any
Junction, office or entity thereof transferred to any other agency) or any
officer or employee thereof, and may transfer such personnel, prop-
erty, records, and funds as may be necessary incident thereto: Pro-
vided, That such authority conferred by this sentence shall be exercised
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in accordance with applicable laws and regulations relating to the Civil
Service and Veterans’ Preference.

Sre. 526. Mrssions AND STAFFs ABroAD.—The President may main-
tain special missions or staffs abroad in such nations and for such
periods of time as may be necessary to carry out this Act. Each such
special mission or staff shall be under the direction of a chief. The
chief and his deputy shall be nppointed by the President and may,
notwithstanding any other law, be removed by the President at his
discretion.  The chief shall be entitled to receive (1) in cases approved
by the President, the same compensation and allowances as a chief of
mission, class 3, or a chicf of mission, class 4, within the meaning of
the Foreign Service Act of 1946 (22 U. S. C. 801), or (2) compensation
and allowances in accordance with section 527 (¢) of this Act, as the
President shall determine to be appropriate. If a Foreign Sernce
Officer shall be appointed by the President to a position under this section,
the period of his service in such capacity shall be considered as consti-
tuting an assignment for duty within the meaning of section 571 of the
Foreign Service Act of 1946, as amended, and such person shall not, by
virtue of his acceptance of such an assignment, lose his status as a Foreign
Service Officer.

Sue. 527. EmpLoyMENT OF PERSONNEL—(a) Any United States
Government agency performing functions under this Act is author-
ized to employ such personnel as the President deems necessary to
carry out the provisions and purposes of this Act.

(b) Of the personnel employed in the United States on programs
authorized by this Act, not to exceed sixty may be compensated with-
out regard to the provisions of the Classification Act of 1949, as
amended, of whom not to exceed thirty-five may be compensated at
rates higher than those provided for grade 15 of the general schedule
established by the Classification Act of 1949, as amended, and of
these, not to exceed fifteen may be compensated at a rate In cxcess
of the highest rate provided for grades of such general schedule but
not in excess of $15,000 per annum. Such positions shall be in addi-
tion to those authorized by law to be filled by Presidential appoint-
ment, and in addition to the number authorized by section 505 of
the Classification Act of 1949, as amended.

(¢) For the purpose of performing functions under this Act outside
the continental limits of the United States, the Director may—

(1) employ or assign persons, or authorize the employment or
assignment of officers or employees of other United States Gov-
ernment agencies, who shall receive compensation at any of the
rates provided for the Foreign Service Reserve and Staff by the
Foreign Service Act of 1946, as amended (22 U. S. C. 801),
together with allowances and benefits established thercunder
including, in all cases, post differentials prescribed under section
443 of the Foreign Service Act; and persons so employed or
assigned shall be entitled to the same benefits as are provided by
section 528 of the Foreign Service Act for persons appointed to
the Foreign Service Reserve and, except for policy-making
officials, the provisions of section 1005 of the Foreign Service
Act shall apply in the case of such persons; and

(2) utilize such authority, including authority to appoint and
assign personnel for the duration of operations under this Act,
contained in the Foreign Service Act of 1946, as amended (22
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U. S. C. 801), as the Prosident deems necessary to carry:out
functions under this Act. Such provisions of the %Toreign Service
Act as the President deems appropriate shall apply to personnel
appointed or assigned under this paragraph, including, in all
cases, the provisions of sections 443 and 528 of that Act. - -

(d) For the purpose of performing functions under this Act outside
the continental limits of the United States, the Secretary of State may,
at the request of the Director, appoint for the duration of operations
under this Act alien clerks and employees in accordance with applicable
pro;risions of the Foreign Service Act of 1946, as amended (22 U. 8. C.
801).

Swe. 528. Drratn oF PERsoNNEL To Forkien GovERNMENTS.—(a)
Whenever the President determnines it to be consistent with and in
furtherance of the purposes of this Act, the head of any United States
Government agency is authorized to detail or assign any officer or
employee of his agency to any office or position to which no compensa-
tion is attached with any foreign government or foreign government
agency: Provided, That such acceptance of office shall in no case
involve the taking of an oath of allegiance to another government.

(b) Any such officer or employee, while so assigned or detailed,
shall be considered, for the purpose of preserving his privileges, rights,
seniority, or other benefits as such, an officer or employee of the Gov-
ernment of the United States and of the Government agency from
which assigned or detailed, and he shall continue to receive compensa-
tior,, allowances, and benefits from funds available to that agency or
made available to that agency out of funds authorized under this Act.

Src. 529, DETAIL oF PrrsoNNEL TO INTERNATIONAL ORGANIZA-
rrons.—(a) Whenever the President determines it to be consistent
with and in furtherance of the purposes of this Act, the head of any
United States Government agency is authorized to detail, assign, or
otherwise make available to any international organization any officer
or employee of his agency to serve with or as a member of the inter-
national staff of such organization, or to render any technical, scicn-
sific or professional advice or service to or in cooperation with such
organization. :

(b) Any such officer or employee, while so assigned or detailed,
shall be considered, for the purpose of preserving his allowances.
privileges, rights, seniority and -other benefits as such, an officer or
employee of the Government of the United States and of the Govern-
ment agency from which detailed or assigned, and he shall continue
to receive compensation, allowances, and benefits from funds available
to that agency or made available to that agency out of funds author-
ized under this Act. He may also receive, under such regulations as
the President may prescribe, representation allowances similar to
those allowed under section 901 of the Foreign Service Act of 1946, as
amended (22 U. S. C. 801). The authorization of such allowances
and other benefits and the payment thereof out of any appropriations
available therefor shall be considered as meeting all the requirements
of section 1765 of the Revised Statutes.

(¢) Details or assignments may be made under this section-—-

(1) without reimbursement to the United States by the
international organization; ‘

(2) upon agreement by the international organization :to re-
imburse the United States for compensation, travel expenses,
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and allowances, or any part thereof, payable to such officer

98002-0

or

employee during the period of assignment or detail in accordance
with subsection (b) of this section; and such reimbursement
“ ghall be credited to the appropriation, fund, or account utilized

for paying such compensation, travel expenses, or allowances,
to the appropriation, fund, or account currently . available
such purposes;

or
for

* (3) upon an advance of funds, property, or services to the

United States accepted with the approval of the President

for

specified uses in furtherance of the purposes of this Act; and
funds so advanced may be established as a separate fund in the
Treasury of the United States, to be available for the specified
-uses, and to be used for reimbursement of appropriations or direct
expenditure subject to the provisions of this Act, any unexpended
balance of such account to be returned to the international

organization; or

(4) subject to the receipt by the United States of a credit to
" be applied against the payment by the United States of its share

of the expenses of the international organization to which the
officer or employee is detailed, such credit to be based upon the
compensation, travel expenses and allowances, or any part thereof,
payable to such officer or employee during the period of assign-
ment or detail in accordance with subsection (b) of this section.
Sxuc. 530. Exrerrs AND CONSULTANTS OR ORGANIZATIONS THERE-
or.—(a) Experts and consultants or organizations thereof, as author-
ized by section 15 of the Act of August 2, 1946 (5U. 8. C. 55a), may be
employed by any United States Government agency for the perform-
ance of functions under this Act, and individuals so employed may be
compensated at rates not in excess of $75 per diem, and while away
from their homes or regular places of business, they may be paid
actual travel expenses and per diem in lieu of subsistence and other

expenses at a rate not to exceed $10 or at the applicable rate prescri

bed

in the Standardized Government Travel Regulations, as amended from
time to time, whichever is higher, while so. employed within the conti-

-~

nental limits of the United States and at the applicable rate prescribed
in the Standardized Government Travel Regulations (Foreign Areas)
while so employed outside the continental limits of the United States.

(b) Persons of outstanding experience and ability may be employed

without compensation by any United States Government agency

for

the performance of functions under this Act in accordance with the
provisions of section 710 (b) of the Defense Production Act of 1950,
as amended (50 U. S. C. App. 2160), and regulations issued thereunder.

Sgo. 531. Security CLEsRANCE.—No citizen or resident of the

United States may be employed, or if already employed, may

be

assigned to duties by the Director under this Act for a period to exceed

three months unless—

(a) such individual has been investigated as to loyalty and
security by the Civil Service Commission, or by the Federal

Bureau of Investigation in the case of specific positions wh

ich

have been certified by the Director as being of a high degree of
importance or sensitivity or in case the Civil Service Commission

investigation develops data reflecting that the individual is

of

questionable loyalty, and a report thereon has been made to the
Director, and until the Director has certified in writing (and filed
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copies thereof with the Senate Committee on Foreign Relations
and the IHouse Committee on Foreign Affairs) that, after full
consideration of such report, he believes such individual is loyal
to the United States, its Constitution, and form of government,
and is not now and has never knowingly been a member of any
organization advocating contrary views; or

(b) such individual has been investigated by a military intelli-
gence agency and the Secretary of Defense has certified in writ-
mg that he believes such individual is loyal to the United States
and filed copies thereof with the Senate Committee on Foreign
Relations and the House Committee on Foreign Affairs.

This section shall not apply in the case of any officer appointed by
the President by and with the advice and consent of the Senate, nor
shall it apply in the case of any person already employed under pro-
grams covered by this Act who has been previously investigated in
connection with such employment.

Sec. 532. ExemMprion oF PrrsoNNEL FroMm CERTAIN FEDERAL
Laws~—(a) Service of an individual as a member of the Board estab-
lished pursuant to section 308 of this Act or as an expert or consultant
under section 530 (a) shall not be censidered as service or employment
bringing such individual within the provisions of title 18, U.S. C.,
section 281, 283 or 284, or of section 190 of the Revised Statutes
(6 U. 5. C. 99), or of any other Federal law Imposing restrictions,
requirements, or penalties in relation to the employment of persons,
the performance of serviees, or the payment, or receipt of compensation
in connection with any claim, proceeding, or matter involving the
United States, except insofar as such provisions of law may prohibit
any such individual from receiving compensation in respect of any
particular matter in which such individual was directly involved in the
performance of such service; nor :hall such service be considered as
employment or holding of office or position bringing such individual
within the provisions of section 6 of the Act of May 22, 1920, as
amended (5 U. S. C. 715), section 212 of the Act of June 30, 1932, as
amended (5. U. S. C. 59a), or any other Federal law limiting the
reemployment of retired officers or employees or governing the simul-
taneous receipt of compensation and retired pay or annuities.

(b) Notwithstanding section 2 of the Act of July 31, 1894 (5 U. S. C.
62), which prohibits certain retired officers from holding certain office,
any retired officer of any of the services mentioned in the Career Com-
pensation Act of 1949 may hold any office or appointment under this
Act or the Mutual Defense Assistance Control Act of 1951, but the
compensation cf any such retired officer shall be subject to the pro-
visions of the Act of June 30, 1932 (5 U. S. C. 59a), which does not
permit retired pay to be added to the compensation received as a
civilian officer.

Skc. 533. Waivers oF CerTAIN FEDERAL Laws.—Whenever the
President determines it to be in furtherance of purposes declared in
this Act, the functions authorized under this Act may be performed
without regard to such provisions of law (other than the Renegotia-
tion Act of 1951, as amended) regulating the making, performance,
amendment, or modification of contracts and the expenditure of Gov-
ernment funds as the President may specify.

Sre. 534. RerorTs.—The President, from time to time while funds
appropriated for the purpose of this Act continue to be available for

|
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obligation, shall transmit to the Congress reports covering each six
months of operations, in furtherance of the purposes of this Act,
except information the disclosure of which he deems incompatible
with the security of the United States. Reports provided for under
this section shall be transmitted to the Secretary of the Scnate or
the Clerk of the House of Representatives, as the case may be, if the
Senate or the House of Representatives, as the case may be, is not
in session. Such reports shall include detailed information on the
implementation of [sections 504 and 413 (b)] sections 504, 413 ),
and 418 of this Act.

SEc. 535. CooPERATION WITH INTERNATIONAL ORGANIZATIONS.—
(a) The President is authorized to request the cooperation of or the use
of the services and facilities of the United Nations, its organs and
specialized agencies, or other international organizations, in carrying
out the purposes of this Act, and may make payments by advance-
ments or reimbursements, for such purposes, out of funds made avail-
able for the purposes of this Act, as may be necessary therefor, to the
extent that special compensation is usually required for such services
and facilities: Provided, That nothing in this section shall be construed
to-authorize the delegation to any international or foreign organiza-
tion or agency of authority to decide the method of furnishing assist-
ance under this Act to any country or the amount thereof.

(b) Whenever the President determines it to be in furtherance of
the purposes of this Act, United States Government agencies, on
request of international organizations, are authorized to furnish sup-
plies, materials, and services, on an advance of funds or reimburse-
ment basis, to such organizations. Such advances or reimbursements
may be credited to the current applicable appropriation or fund of
the agency concerned and shall be available for the purposes for which
such appropriations and funds are authorized to be used.

Skc. 536. Jornt CowmmissioN oN RURAL RECONSTRUCTION IN
Caina.—The President is authorized to continue to participate in
the Joint Commission on Rural Reconstruction in China and to
appoint citizens of the United States to the Commission.

CeAPTER 3. REPEAL AND MISCELLANEOUS PROVISIONS

‘Skc. 541. ErrecTive DaTe.—This Act shall take effect on the date
of its enactment.
Skc. 542. Starures RepeaLED.—(a) There are hereby repealed—

(1) an Act to provide for assistance to Greece and Turkey,
approved May 22, 1947, as amended;

(2) the joint resolution to provide for relief assistance to the
people of countries devastated by war, approved May 31, 1947,
as amended;

(3) the Foreign Aid Act of 1947;

(4) the Foreign Assistance Act of 1948, as amended; including
The Economic Cooperation Act of 1948, as amended, the Inter-
national Children’s Emergency Fund Assistance Act of 1948, as
amended, the Greek-Turkish Assistance Act of 1948, and the
China Aid Act of 1948, as amended;

(5) the Mutual Defense Assistance Act of 1949, as amended;;

(6) the Foreign Economic Assistance Act of 1950, as amended;
including the Economic Cooperation Act of 1950, the China Area
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Aid Act of 1950, as amended, the United Nations Palestine
Refugee Aid Act of 1950, and the Act for International Develop-
.ment, as amended; :

(7) the Far Eastern Economic Assistance Act of 1950, as
amended; ‘

(8) the Yugoslay Emergency Relief Assistance Act of 1950; .

- (9) the Mutual Security Act of 1951, as amended; :

(10) the Mutual Security Act of 1952;

(11) the Mutual Security Act of 1953; . :

(12) section 12 of the joint resolution of Congress approved
November 4, 1939 (54 Stat. 10; 22 U. S, C. 452);

(13) section 4 of the Act of March 3, 1925 (50 Stat. 887;
50 U.8. C. 165); and

(14) section 968 of title 18, United States Code.

(b) References in other Acts to the Acts listed in subsection (a)
shall hereafter be considered to be references to the appropriate
provisions of this Act.

(c) The repeal of the Acts listed in subsection (a) shall not be
deemed to affect amendments contained in such Acts to Acts not
narmed in subsection (a). :

Sec. 543, Saving ProvisioNs.—-

(a) Except as may be expressly provided to the contrary in this
Act, all determinations, authorizations, regulations, orders, contracts,
agreements, and other actions issued, undertaken or entered into under
authority of any provision of law repealed by section 542 shall con-
tinue in full force and effect until modified by appropriate authority.

(b) Where provisions of this Act establish conditions which must

be complied with before use may be made of authority contained in
or funds authorized by this Act, compliance with substantially similar
conditions under Acts named in section 542 shall be deemed to con-
stitute compliance with the conditions established by this Act.
i. (c)..No person in the service or employment of the United States
or otherwise performing functions under an Act repealed by section
542 or under section 408 shall be required to be reappointed or re-
employed by reason of the entry into force of this Act, except that
appointments made pursuant to section 110 (a) (2) of the Economic
Cooperation Act of 1948, as amended, shall be converted to appoint-
ments under section 527 (¢) of this Act. . Lo

Sec. 544. AMENDMENTS To OTHER LAws.—(a) Title X of the United
States’ Information and Educational Exchange Act of 1948, -as
amended (22 U. S. C. 1431), is amended by adding the following
new section: , : ' : '
: “INFORMATIONAL MEDIA GUARANTIES

“Smc. 1011. The Director of the United States Information Agency
may make guaranties, in accordance with the provisions of subscction
(b) of section 413 of the Mutual Seccurity Act of 1954, of investments
in enterprises producing or distributing informational media con-
sistent with the national interests of the United States against funds
herctofore made. available by notes issued to the Secretary of the
Treasury pursuant to section 111 (e¢) (2) of the Economic Coopera-
tion Aot of 1948, as amended, for purposes of guaranties of invest~
ments: Provided, however, That the amount of such guarantics in
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eny fiscal year shall be determined by the President but shall not
exceed: $10,000,000.” S -

. (b) Section 1 of Public Law 283, Eighty-first Congress, is repealed.
The Institute of Inter-American Affairs, created pursuant to Public
Law 369, Eightieth Congress (22 U. S. C. 281), shall have sucecession
until June 30, 1960, and may make contracts for periods not to exceed
five -years: Provided, That any contract extending beyond June 30,
1960, shall be made subject to termination by the said Institute upon
notice: And provided further, That the said Institute shall, on and
after July 1, 1954, be subject to the applicable provisions of the
Budget and Accounting Act, 1921, as amended (31 U. S: C. 1), in lieu
of the provisions of the Government Corporation Control Act, as
amended (31 U. S. C. 841). ,

Sec. 545. DeriNirions.—Ifor the purposes of this-Act—

(a) The term ‘“commodity” includes any commodity, material,
article, supply, or goods.

(b) ‘The term ‘“surplus agricultural commodity’”’ means any agri-
cultural commodity or product thereof, class, kind, type, or other
specification thercof, produced in the United States either publicly
or privately owned, which is in cxcess of domestic requirements, ade-
quate carryover, and anticipated exports for dollars, as determined by
the Secretary of Agriculture. ‘ '

(¢) The terms “equipment’” and “matcrials” shall mean any arms,
ammunition, or implements of war, or any other type of matcrial,
article, raw material, facility, tool, machine, supply or item that
would further the purpose of chapter 1 of title I, or any component
or part:thereof, used or required for use in connection therewith, or
required: in_or for the manufacture, production, processing, storage;
tmnsgortation, repair, or rehabilitation of any equipment or materials,
but shall not include merchant vessels. - ;

(d) - The term ““mobilization reserve”’, as used with respect to any
equipment or materials, means the quantity of such equipment or
materials determined by the Secretary of Defense under regulations
preseribed by the President to be required to support mobilization of
the Armed Forces of the United States in the event of war or national
emergency until such time as adequate additional quantities of such
equipment or materials can be procured. o

(e) The term ‘“‘excess’”, as used with repect to any equipment or
materials, means the quantity of such equipment or materials owned
by the United States which is in excess of the mobilization reserve of
such equipment or materials. : _ :
(f) The term “services” shall include any service, repair, training
of personnel, or technical or other assistance or information necessary
to effectuate the purposes of this Act. e

(g) The term ““Armed Forces of the United States” shall includ
any component of the Army of the United States, of the United
States Navy, of the United States Marine Corps, of the Air Force of
the United States, of the United States Coast Guard, and the Reserve
components thereof.

- (h) The term ‘“value” means-— ‘ .
(1) with respect to any excess equipment or materials furnished
. under chapter 1, of title I, the gross cost of repairing, rehabili-
- - "tating, or modifying such equipment or materials prior to being
- go furnished ; S . o

i
id
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(2) with respect to any nonexcess equipment or materials
furnisked under chapter 1 of title 1 which are taken from the
mobilization reserve (other than equipment or materials referred
to in paragraph (3) of this subsection), the actual or the projected
(computed as accurately as practicable) cost of procuring for
the mobilization reserve an equal quantity of such equipment
or materials or an equivalent quantity of equipment or materials
of the same general type but deemed to be more desirable for
inclusion in the mobilization reserve than the equipment or
materials furnished;

(3) with respect to any nonexcess equipment or materials
furnished under chapter 1 of title I which are taken from the
mobilization reserve but with respect to which the Secretary of
Defense has certified that it is not necessary fully to replace such
equipment or materials in the mobilization reserve, the gross
cost to the United States of such equipment and materials or its
replacement cost, whichever the Secretary of Defense may
specify; and

(4) “with respect to any equipment or materials furnished under
chapter 1 of title I which are procured for the purpose of being
so furnished, the gross cost to the United States of such equip-
ment and materiai.

In determining the gross cost incurred by any agency in repairing,
rehabilitating, or modifying any excess equipment furnished under
chapter 1 of title I, all parts, accessories, or other materials used in
the course of repair, rehabilitation, or modification shall be priced
in accordance with the current standard pricing policies of such
agency. For the purpose of this subsection, the gross cost of any
equipment or materials taken from the mobilization reserve means
either the actual gross cost to the United States of that particular
equipment or materials or the estimated gross cost to the United States
of that particular equipment or materials obtained by multiplying
the number of units of such particular equipment or materials by the
average gross cost of each unit of that equipment and materials owned
by the furnishing agency.

(i) The term ‘“United States Government agency’’ means any
department, agency, board, wholly or partly owned corporation, or
instrumentality, commission, or estahlishment of the United States
Government.

Smc. 546. ConsTrucTION.—(8) If any provision of this Act or the
application of any provision to any circumstances or persons shall be
held invalid, the validity of the remainder of the Act and applicability
of su(il)l provision to other circurnstances or persons shall not be affected
thereby.

(b) 3lilothing in this Act shall alter, amend, revoke, repeal, or other-
wise affect the provisions of the Atomic Energy Act of 1946, as
amended (42 U. S. C. 1801).

(c) Nothing in this Act is intended nor shall it be construed as an
expressed or implied commitment to provide any gpecific assistance,
whether of funds, commodities, or services, to any nation or nations,
or to any international organization. .

Sme. 547. REDUCTION oF AuTHORIZATIONs,—Notwithstanding the
foregoing provisions of this Act, such provisions shall not be construed
to authorize the appropriation for the fiscal year 1955, for the pur-

mnﬂmm’“—!ﬂ | . TR T -
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poses of titles I, IT, and 1V of this Act, of amounts (exclusive of unes-
pended balances of prior appropriations authorized to be continued
available under such provisions) aggregating in excess of $2,918,040,000,
Sec. 648. UNEXPENDED Barances.—Unexpended balances of funds
heretofore made available under authority of this Act are hereby author-
ized to be continued available for the general purposes for which appro-
riated, and may be consolidated. with appropriations made available
eginming in fiscal year 1956 for the same general purposes under the
aulhority of this Act: Provided, however, That unexpended balances in
excess of $200,000,000 not obligated by June 30, 1965, in accordance
with the provisions of section 1311 of the Supplemental Appropriation
Act, 1955 (Public Law 663, Eighty-third Congress), or reserved in accord-
ance with the provisions of section 110 of the Mutual Security Appropria-
tion Act, 1956 (Public Law 778, Eighty-third Congress), are not author-
ized to be continued available after such date.
Sec. 649. STATEMENT OF CONGRESSIONAL Porroy.—It is the sense
of the Congress that inasmuch as-—

(1) the United States, through mutual security programs, has
made substantial contributions to the economic recovery and rehabili-
tation of the nations of western Europe;

(2) due in part to those programs, it has been possible for such
nations to achieve complete economic recovery and to regain their
military strength; and

(3) certain other friendly nations of the world remain in need of
assistance in order that they may defend themselves against aggres-
sion and contribute to the security of the free world,

those nations that have been assisted in their recover should, in the future,

share with the United States the financial burden of providing aid to those

:hoynzies which are still in need of assisiance of the type provided under
13 Act.
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ADDITIONAL VIEWS ON LOANS

Everyone agrees that our foreign aid should not be & mere. “give-
away”’ program; that we should plan to get value received in one way
or another, for whatever we do. There is general theoretical agree-:
ment with the proposal tliat our economic aid program should em-:
phasize loans rather than grants, wherever passible, %‘herezis disdgree-
ment as to the best way to carry this out in practice. '

I believe that the best way is to have Congress provide minimum:
loan requirements in authorizing foreign aid. :

Yxperience shows that othcrwise the tendency will be to make
grants, not loans, in administration. It is argued that a percentage
limitation militates against the placement of a greater percentsige
of loans. " The record does not sustain this argument, for wherever
loans have been permitted but not required, few or none have been
made. It is said that a percentage figure is interpreted by would-be
recipients &s a maximum loan figure, rather than a minimum. * If our
officials accept the interpretation of our laws made by other countries,
rather than their own, Congress can correct this. If a minimum: per-
contage figure is inconvenient: administratively, a minimum fixed
amount can be used. Both types of minimum requirements:were
made by Congress last year. A 30-percent requirement in-title I

(sec. 201) on development assistance, and an overall requiremertt of
not less than $200 million in loans (sec. 505). Neither of these require=
ments will apply to the amounts authorized in the committee bill ‘this
vear. There is a requirement that 50 percent of the new $200 million
Asian development fund, be in loans (sec. 4187). This year’s bill
authorizes more economic aid than last year’s appropriation. Thus,
28 cconomic aid goes up, required loans go down. I beliove this
tendency should be reversed.

THE RANDALL COMMISSION

My recommendations follow those of the Randall Commission, of
which T was a member. This Commission studied and reported on
the general possibilities of “Trade, Not Aid,” and recommended that
trade be increased, and economic aid decreased. Its recommenda-
tions as to trade have been generally accepted and acted upon by the
administration and Congress. Its recommendations as to aid have
apparently been forgotten. -

The Randall report said:

The Commission recommends thay economic aid on a grant basis should be
terminated as soon as possible. .

In cases where our security is importantly involved, the Commission believes
that moderate grants-in-aid may serve the national interest of the United States.

The Commission recommends further that where support is needed to maintain
military forces to conduct military operations connected with our own seeurity
beyond the economic capacity of & country to sustain, grants should be made,
not loans. In other cases where substantial economic aid is necessary in the
interest of the United States but cannot be obtained from private or interna-
tional sources, loans shouald be made, not grants.
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MUTUAL SECURITY ACT OF 1935

. The President endorsed these recommendations of the Randall
Commission in his message to the Congress on foreign eCconomic
policy of the United States last year, as follows:

1 subscribe, therefore, to the principle that economic aid on a grant basis should
be. terminated as soon as possible, consistent with our national interest. In
cases where support-is necded to establish and equip military forces of other
governments in the interest of our mutual defense, and where this is heyond the
economic capacity of another country, our aid should be in the form of grants.
As recognized by the Commission, there may be some cases in which modest
amounts of grant aid to underdeveloped. countries will impertantly serve the
interest of security. I further agree that in other situations where the interest
of the United States requires that dollars not otherwise available to a eountry.
should be provided, such support to the maximum extent appropriate should be
in the form of loans rather than grants.

GOVERNMENT FOREIGN LOANS

Tt is often said that Government loans are the same as gifts, that
they are never repaid, and always create hard feelings. Our postwar
experience does not bear this out. Here is the record, according to
Department of Commerce figures:

Postwar loans by.the United States to foreign countries

Total eredits . - oo e ——— e m e $14, 147, 769, 000
Total principal collected o oo me o 3, 176, 216, 000,
Total interest collected - oo .- e 1, 331, 284, 000

Total o - oS S, 4, 507, 500, 000.

Congress has required a series of loans in aid bills, largely through
provisions originating in our committee. All of them were opposed by
the executive branch. None of them were refused by the cxecutive
branch. All of the loans were accepted in other countries. None of
the loans have been defaulted by any government. None of them
have caused hard feelings. '

Here is the serios:

Loans required under ECA, MSA, and India wheat loan

Original ECA Act (Public Law 472, 80th Cong.)ececccceeen $1, 000, 000, 000
Toan to Spain (Public Law 759, 81st Cong.) . .-~ _.-—----- - 82, 500, 000
India Emergenecy Food Act of 1951 (Public Law 48, 82d Cong.) - 190, 000, 000
Mutual Security Act of 1951 (Public Law 165, 82d Cong.) (10 .
percent of ECA agsistance) . ______ F 335, 547, 000
Mutual Security Act of 1954 (Public Law 665, 83d Cong.) .- .- 1 200, 000, 000
Total . . _ P, ememmem 1, 788, 047, 000

"1 Toans of $194,500,000 have already been made under this requirement. N egotintions now in progress
are expected to bring the total to the required amount.

Here is the status of the loans under the mutual security program as
of December 31, 1954:

Amount Interest Principal
suthorized collected repaid
Aslaand Paecifle. . .o $16, 500, 000 $375,000 | -oom o oeaam
Europe. -cooceeanao .| 1,419,047, 000 70, 897, 006 $278, 000
Indian wheat___ - 190, 000, 000 11,769,000 |__ ..
Spanish loan...__._.- 62, 476, 000 3,045,000 | .o oo
Deficiency materials. 177,201, Q00 4, 642, 000 24, 631, 000
b K43 7\ U RS S PP 1, 865, 224, 000 90, 728, 000 24, 909, 000
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MUTUAL SECURITY ACT OF 1955

In 1948, when Congress enacted the first of the above loan require-
ments, by requiring $1 billion of the Marshall plan money to be in
loans, there were executive protests. We were told that these were
“fuzzy” loans, Europe was “all loaned up,” and that these aid loans
would overburden the economies of the recipient countries. Now
that Europe has recovered so phenomonally with Marshall plan help,
does anyone hear complaints that recovery was delayed by these
loans? Is anyone claiming that these loans will never be repaid?

Last year, the executive position was that only $100 million of the
program should be in loans. Congress required $255,350,000 (. e.,
$200 million overall plus 30 percent of development assistance). The
required minimums have all been loaned. KT 0 one is claiming that
this crippled the program.

PROSPECT OF REPAYMENT

The above record, showing over $4.5 billion collected on postwar
loans, including over $115 million on aid loans, would indicate that
there is considerable prospect of repayment of these loans.

The Hoover Commission, in its report to Congress in May on

- OVerseas economic operations, said (recommendation 2 (f)):

Wherever assistance is necessary and there is no prospect of repayment of & loan
the assistance should be in the form of an outright grant. [Italic mine.}

There will be general agreement, on this, but who decides whether
there is “prospect for repayment’”’? Bankers? Must aid loans be
“banksable’’ loans?

In this country our Government has loaned billions to its citizens
on projects that were not bankable. During the depression thousands
of homes, farms, and businesses were saved in this way and the loans
have been repaid, although “prospects for repayment” looked dim
for a while.

The policy of making foreign-aid loans was first suggested to me
by remarlks of former President Hoover in 1947, after he had finished
his survey of relief needs for President Truman. He urged that we
should not make outright gifts of our aid, but should always require
an obligation from the recipienit. He first suggestad the counterpart
device, which was written nto a relief bill on the floor, over adminis-
tration opposition, and has been extremely useful ever since. As to
loans, he pointed out that, even though “‘prospect for repayment’’
was not, bright, there were two great psychological differcnces between
loans and grants: First, a person ssking for a loan tries to make his
proposition as good as possible, but someonc asking for a grant
tries to make his condition look as bad as possible, so he will not be
asked to repay; second, a person asking for a loan knows that he
might have to repay it, and therefore asks for as little as possible,
whereas someone asking for a grant asks for as much as possible.

Experience since then has shown that this same psychology applies
to nations, and that nations, like individuals, tend to repay nonbank-
able loans.

DEVELOPMENT ASSISTANCE

In recent years we have started a new type of assistance, which is
not relief, net military aid, not-for war recovery, not mere technical.
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assistance. Development assistance means substantial economic aid
to nations with which we have no mutual security agreements. Con-
gress provided last year that 30 percent of such assistance should be
in loans, and should end on June 30, 1955. Instead of winding up,
$382 million of such assistance is in this bill as follows: In title 1T,
section 201, development assistance, $182 million; in title IV, section
418, President’s fund for Asian development, $200 million.

The definition of “development assistance’ is broad, the limitations
are few, but, in general, the idea is.thatwe help undeveloped countries
to develop as free countries, raise their standards of living, develop
their resources. They have among their resources vast amounts of
critical and strategic materials.

On the other hand, we are rapidly becoming a have-not country in
natural resources, especially in critical or strategic materials, as shown
time and again in our hearings this year.

If we furnish development assistance in loans repayable, not next
year but over 10, 20, or 30 years, we will be helping these countries
when they necd help, and they can pay us back when we nced help,
in raw materials from the resources we helped them develop.

Amendments will be offered in accordance with these views.

I understand that other members of the committee share these
views, but there was insufficient time to obtain their signatures.

Joun M. Vorys.

O

Approved For Release : CIA-RDP59-00224A000100300002-0



